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“GETTING READY FOR SUMMER,” by Douglass Crockwell, Number 29 in the series “Home Life in America.” 


Deer belongs...enjoy it 


Th this home-loving land of ours . . . in this America of kindli- 
ness, of friendship, of good-humored tolerance .. . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our own American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION 








First step toward lighting 
200,000 homes 


A typical example of B. F. Goodrich development in tires 


N each trip this truck hauls almost 
a freight-car load of stone—with 
sharp rocks for a roadbed. A mountain 
of rock, sand, cement and concrete 
aggregate must be hauled to complete 
this job—the job of harnessing the 
White River in Arkansas. Here the new 
31 million dollar Bull Shoals Dam will 
provide enough power to supply the 
electricity needs of more than 200,000 
homes and will protect 1,000,000 acres 
of land downstream from floods. 
Trucks in service on such projects 
often use $6,000 to $8,000 worth of 
tires a year. Tires are beaten and 


bruised. Often they fail prematurely. 

For just such service, B. F. Goodrich 
engineers developed the nylon shock 
shield to give tires added bruise pro- 
tection. Four layers of strong, elastic 
nylon cords are placed right under the 
tread. The nylon absorbs the blows— 
distributes the shocks. 

As a result, few of the tires used on 
the Bull Shoals Dam are taken out of 
service due to breaks and blow-outs. 
More than 65% of all the BFG tires 
used here are recappable—with a big 
saving to the owners. 

Nylon shock shields are built into 








all BFG truck tires with 8 or more plies 
—highway tires as well as off-the-road 
tires. These tires sell at regular prices 
but save their owners huge sums in 
repair bills and longer life. Here is a 
typical example of B. F. Goodrich im- 
provement in tires. Before you buy 
truck tires, see the BFG man. The B. F. 
Goodrich Company, Akron, Ohio. 
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B. F. Goodrich 











IF “SOLD WAR’ ENDS. ...:....05.5...52 fee 
Effects of a truce in the “cold war,” once 
it comes, are to be felt in your everyday 


life as well as in the upper realms of 


diplomacy. Leveling off of arms spend- 
ing, together with a cut in foreign aid, 
will be reflected in your business, in 
taxes, in world markets. Here’s what to 
look for if peace is declared. 


CHINA: RUSSIA‘S HEADACHE?....P. 13 
Joseph Stalin once said that Chinese 
Communists were like radishes—red on 
the outside and white on the inside. 
That’s an exaggeration, but the Soviets 
may find more headaches than comforts 
in China’s entry into their sphere. This 
article shows why. 


IS IT TRUMAN VS. THE NAVY?......P. 15 
Mr. Truman, an old Army man, is ac- 
cused of being anti-Navy in the fast-de- 
veloping reshuffle of U. S. defenses. What 
he thinks about each service is important 
in top-level decisions yet to be made. 
Here is the inside story of his feelings 
about the Navy, Army, and Air Force. 


SHIFT IN U.S. DEFENSES............ P. 16 
Big changes are in store for this country’s 
peacetime defense setup. The Navy, 
always the first line of defense between 
wars, finally is being ousted from that 
role by the Air Force. There’s more than 
meets the eye in the decision to veto the 
Navy’s supercarrier. What it may lead to 
is outlined here on the basis of thinking 
by responsible military officials. 


CAUTION IN BUSINESS................ P. 18 
Talks with businessmen across the coun- 
try indicate that most firms are readjust- 
ing from boom peaks. Expansion plans 
are being shelved, loans cut down, prices 
readjusted in many cases. 


JOBS FOR GRADUATEG................ P. 20 
More new college graduates than ever 
before are seeking jobs this year. Open- 


News within the News 





ings in industry, however, are fewer 
than in spring of 1948. This article shows 
what the job seeker is up against, what 
he should expect, where chances are 
best. 


VACATION OUTLOOK, 1949........ P. 22 
Prices are about the same, but you'll find 
accommodations for your vacation a lot 
better this year. Luxury hotels will be 
less crowded, services improved, roads 
better, tourist rooms more plentiful. But 
most national parks are booked up. Peak 
of the vacation season will be in July 
and August, with most of the nation’s 
60,000,000 vacationers planning to get 
away at that time. 


AID TO FAMILY BUDGETS............ P. 24 
Better living is in store for most people 
as price cuts pile up. A survey of prices 
now shows that, by careful shopping, 
you can save more than 20 per cent on 
food bills, buy clothing and extras at 
considerably less than last year’s prices. 
People are finding they have more cash 
for appliances, gadgets, luxuries. 
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BLOOD PRESSURE rises when a per- 
son is active. After the strain has 
passed, the pressure generally 
returns to its regular level. If it is 
persistently and excessively above 
normal, however, that condition is 
called hypertension—or high blood 
pressure. This affects the circulatory 
system and may lead to serious con- 
ditions of the heart, brain, and kid- 
neys. 





High blood pressure itself is not a 
disease, but a symptom of some un- 
derlying disorder. Medical science 
is constantly increasing its knowl- 
edge of this condition, aad is striving 
for improved methods of treating it. 
Special diets have sometimes proved 
effective. In a limited number of 
cases, surgery has been used. Addi- 
tional research is concentrating on 
mental and emotional factors. There 
is also hope that newly discovered 
drugs may prove beneficial. 





Periodic physical examinations 
help reveal hypertension early, when 
doctors say that chances for control 
are best. Such checkups may also 
discover possible infections which 
may be causing the condition. 





As a result of physical examina- 
tions, the doctor may make sugges- 
tions for improving your health, such 
as eating wisely and keeping weight 
down. The latter is especially impor- 
tant, for high blood pressure is more 
than twice as common among fat 
people than it is among persons of 
normal weight. 





In many high blood pressure cases, 


_ the best ‘“‘medicine”’ is often simply 


moderation in every physical and men- 
tal activity. The patient may be ad- 
vised to work and play at a slower 
pace, to avoid emotional strain, and 
to get plenty of rest and sleep. This 
helps to lessen the demands on the 
circulatory system, and may lower 
blood pressure. 
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Some Facts About 


BLOOD 








Today, under good medical gui- 
dance, the outlook for people with 
high blood pressure is better than 
ever before. By carefully following 
the doctor’s advice, they can often 
avoid complications and look for- 
ward to long, useful lives. 

3 a = 

Aiding in the development of more 
effective measures to help combat 
high blood pressure is the Life In- 
surance Medical Research Fund, 
supported by 148 Life Insurance 
Companies. This fund is making 
grants for research in diseases of the 
heart and blood vessels, including 
high blood pressure. 


For more information, send for 
Metropolitan’s free booklet, 59-K, 
entitled, “Your Heart.’’ This con- 
tains many facts about high blood 
pressure and diseases related to the 
heart. 


TO EMPLOYERS: Your employees 
will benefit from understanding 
these important facts abouf high 
blood pressure. Metropolitan 
will gladly send you enlarged 
copies of this advertisement— 
suitable for use on your bulletin 
boards. 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE—KEEP IT! 
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As a matter of fact, this movie may be only mammoth, 
But we'll have to take Hollywood’s word. 


Who else can say for certain that a picture is “‘colos- 
sal,” instead of merely “‘gigantic’’? How big must it be 
before it’s ‘‘stupendous’’? Or really ““SUPER-colossal”? 
Search us! 

One thing we do know—Hollywood saves its gran- 
diose superlatives for the box office. When it gathers in the 
board room—that’s something else again! There it has no 
time for ballyhoo—it gets right down to facts and figures, 

Because film-makers are, of course, smart business 
men—and they know that nothing puts a picture in its 
proper size like the actual figures—impartial, objective, 
unglamorized ! 

Wherever figures play such a leading role, manage- 
ment wants ’em accurate. Wants ’em up-to-the-minute. 
Wants ’em at low cost. That’s why you'll find 
—in Hollywood as in Hoboken—Comptometer Adding- 
Calculating Machines hard at work behind-the-scenes! - 


Comptrom ETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold 
exclusively by its Comptometer Div., 1726 N. Paulina St., Chicago 22, Ill. 
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Newserenn 


"Cold War" is to end in apparent stalemate, in no clear-cut decision for 


either side. Truce, when it comes, will rest on view that nobody won. 

On Russia's side: Communists are getting China. Eastern Europe seems to be 
pretty well nailed down. Communist parties have had much training. 

On U.S. side: Berlin position is held. Greece isn't Communist. France beat 
back a Communist try. So did Italy. Western Europe seems secure and to be re- 
covering economically on a sSemicapitalist basis. Japan, the Philippines, India 
and Turkey appear to be safe from successful Communist penetration. 

At issue: Germany. And the Germans, with a big taste of totalitarian type 
of rule, are not likely to be in a mood to rush into Russia's arms. 

Russia played for very big stakes. Her first try was for all Europe. She 








missed that one. Then she tried for Germany by a play on Berlin. She did not 
‘win Berlin. Now she still hopes for a dominant position in Germany. Odds are 
going to be against her on that one when the bargaining starts. 


Actually, on a balance-sheet basis, U.S. is winning the cold war. 

In territory, Communist gains are great. China and Eastern Europe cover a 
lot of land. Russia herself is a vast country with wide open spaces. 

In numbers of people controlled, Communist gains are impressive, too. 
munists dictate to 150,000,000 in Eastern Europe. They soon will try to run the 
lives of 400,000,000 Chinese. Russia herself controls 200,000,000. 

In resources, however, the story is different. Communists control a lot of 
land and many people, but not so many basic resources. They have areas where 
population is high in relation to arable land, to oil, to other minerals. They 
control people who multiply fast but whose skills are not great. 

On the U.S. side is an industrial strength 5 to 10 times as great as on the 
| Russian side. It's industrial strength that underlies military strength. Rus- 
Sia's bid for a cold-war truce is related to her need to tap the resources of 
the West for machinery, for raw materials, for skills. She's got a long way to 

go to turn her conquests into strength needed for any offensive war. 

It's the West that is strong, if it holds together. It is costing U.S. 
about $28,000,000,000 to shore up the West in postwar, but that may be cheap. 





Com- 











Longer-range trend is veering toward peace, toward deflation of armed serv- 
ices and military men who still ride high nearly 4 years after war end. 

In the period just ahead, however, plans won't change. 

Military alliance of U.S. and Western Europe will be made effective. 

Lend-lease is likely to be approved. Europe in the first year is to get 
$4,520,000,000 of U.S. arms, written down, to $452,000,000 to calm taxpayers. 
Replacement cost of arms to be given might be around $8,000,000,000. 

Armament for U.S. will be approved at around $15,000,000,000. 

Military services will be permitted to continue to place emphasis upon prep- 
aration for early war, to put less stress upon longer-range development of 
weapons for future war. Decision to abandon building a Supercarrier ties in 
with this policy; with military emphasis upon immediate preparedness. 

If a cold-war truce is assured, with peace a possibility, then, by middle 
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NEWSGRAM--TOMORROW-- (Continued) 


1950, U.S. policy will be toward deflation of the military services, toward 
trimming of the billions now set aside to get prepared for early war. It's to 
be quite a jolt to the generals when deflation does hit them. The jolt will be 
something like that now taken by admirals as a result of the decision of the 
generals to deflate them. The military has its cycles like anybody else. 


As a result of the developing trend toward eventual peace: 

Over-all spending by Government probably will hold up for the year that 
Starts July 1. Spending cuts will become probable for the following year. 

Tax_increases will be less probable, once a cut in spending is in sight. 

Business will continue over the year ahead to get the benefit of spending by 
Government. There is a chance, too, that a truce would release an important 
volume of orders for machinery from Russia and Fastern Europe. The machinery 
industry is increasingly in need of new orders. 

Aid to Europe will go ahead for another year. It's in 1950 that the real 
test of Marshall Plan aid is to occur. Selling job then will be difficult. 

Deflation still will go on in U.S. even if the cold-war really ends. 

Effect of an easing of tension in world is to be a longer-range effect. It 
will be favorable over a longer range. Short-range effect will be limited. 











If you want the technical description of what's happening in U.S. at the 
moment it is this: The country is moving into a primary postwar deflation of 
the level of prices. It is a cyclical poStwar price deflation. 

In other words, prices are under pressure and need to be marked down as a 
means of tapping new sources of demand that exist at a lower price level. The 
quicker prices are adjusted, the less prolonged may be the agony. 

Deflation appears to be taking hold a little earlier than expected. We 
figured it would be late in the second quarter before things slowed enough to 
attract much attention. Slowing is more and more apparent now. 

Recovery may start earlier in 1950 if the shakeout comes early. 


Wage trend still is upward, even while prices are under pressure. 

Wage cuts are not occurring even in industries already depressed. The 
union policy to date is to push wages higher or to hold levels set and accept 
unemployment if that is the resulting price to be paid. ; 

Salary cuts, too, apparently are being avoided to date. That's true, it 
seems, in industries that are having a hard time of it as well as in others. 

Idea this time apparently is to cut down on personnel, to sacrifice jobs, 
rather than to reduce hourly pay of wage earners or weekly pay of those who are 
on salary. Work spreading is rather widely applied. That cuts weekly income of 
those affected but doesn't necessarily reduce costs. Where costs have to be 
cut, the tendency is to sacrifice jobs rather than to reduce pay. 





Currency devaluation is beginning to be urged by U.S. for other nations. 

British pound is viewed as overvalued. So is the Swedish krona. So are 
several other currencies, as the U.S. official planners See it. 

U.S. dollar isn't to be tinkered with any time soon. It's the standard at 
$35 to the ounce. Trouble is that other countries are having trouble in get- 
ting their prices down to a level that enables them to sell more here. Devalu- 
ing currency in relation to the dollar would be like a price cut. 

Devaluation for others, however, would be a deflating influence in U.S. It 
would make it easier for other countries to compete for markets here. But, if 
they can't compete, then they aren't able to pay their bills in dollars or to 
get in a position where they can stand on their own feet. 














Mr. Truman isn't having any better luck with Congress. Truman "Fair Deal" 
Still is in a rather bad way. If business slows much, however, pressures are 
likely to grow to enact Truman plans for bolstering incomes. 
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2 should be quick on the draw to 

improve what has been announced as a miracle 
oduct. LEE has taken cold rubber and made 
it better by * ‘toughening” (reinforcing) it with 
“Philblack-O,” a new type furnace black which 
has revolutionized the art of tread compounding. 


That’s why LEE tires made with 100% cold 
fubber tread give you extra thousands and 
thousands of miles... plus greater safety and 
comfort wherever you drive. 


New England to the 
Florida Keys 
THE ATLANTIC 
REFINING CO. 
Stations and Dealers 


Ohio and Michigan Mid-West States 
HICKOK OIL CORP. PHILLIPS 
Hi-Speed Stations PETROLEUM CO. Stations 
and Dealers Stations and Dealers 


PEE RUBBER & TIRE CORPORATICN; 


Industrial Rubber Products.. 


Republic Rubber Division... 


Further assurance? You have it in the LEE 
Double Guaranty that guarantees LEE Super 
DeLuxe passenger car tires for 15 months 
against all road hazards and against any defect 
in manufacture for life. 


Service? You have it in the thoroughness and 
friendliness of the 19,000 LEE dealers located 
from coast to coast. LEE dealers, known by the 
insignia reproduced below, are ready, able and 
willing to help make your motoring pleasant 
and economical. LEE 


RAYON lhe 


Just stop anywhere you see the LEE Tire signs. 





Pacific Coast States 
SIGNAL OIL CO 





TIRES 


LEE 





and Dealers 


CONSHOHOCKEN, PA. 


- Youngstown, Ohio 
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Pittsburgh’s renowned heavy indus- 
tries are rapidly being augmented by a 
diversification of lighter manufactur- 
ing. The advantages of being close to 
ample supplies of raw and semi-finished 
materials—and at the very center of the 
nation’s richest market—are obvious. 

Peoples First National, with its 15 
completely staffed offices, is in excel- 
lent position to serve the banking needs 
of firms with manufacturing and com- 
mercial interests in Pittsburgh. Your 
inquiries are invited. 


Peoples First 
National 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 


MEMBER F.D.1LC. 
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The March of the News 


LARING. FLASHBULBS, set off by busy 
F news photographers, made Secretary 
of State Dean Acheson a bit jumpy last 
week. But that was the only sign of the 
tension that momentarily turned his job 
into the hottest in the U.S. as the cold 
front around Berlin began to crack up. 
Calm, poised and precise, the Secretary 
went to the Capitol and explained to the 
Senators exactly what the United States 
was letting itself in for through the North 
Atlantic Pact. 

Only once did he seem ill at ease. He 
asked photographers to stop flashing 
bulbs in his face while he testified. To 
the photographers, Senator Tom Con- 
nally (Dem.), of Texas, offered a com- 
promise: “You can snap, but you can’t 
bulb!” Then Mr. Acheson went on with 
one of the frankest discussions many 
Senators had heard on the international 
situation: 

First, said the Secretary, any end to the 
“cold war” at Berlin does not mean an 
end to the North Atlantic Pact which 
bands the West together against possible 
Russian attack. Mutual defense, he ex- 
plained, is much more important than 
Berlin. Senators who vote for the Treaty, 
he added, obligate themselves to vote the 
money and materiel to help Western 
Europe rearm. That was a sticking point 
for some Senators who like the Treaty 
on paper but hesitate to tie more U.S. 
cash to Europe. 


arly THING almost everybody was 
talking about—made news in some un- 
expected places last week: 

President Truman checked up on 
prices inside the U. S., then told Congress 
it could trim $157,800,000 off the next 
$5,430,000,000 installment for the Eu- 
ropean Recovery Program. The reason: 
Some of the things Europe wants from 
the United States are not as expensive 
as they were a few weeks ago. Mr. Tru- 
man’s suggestion got few cheers. Some 
Congressmen felt the cut could go as 
deep as $2,000,000,000 without hurting 
Europe. 

Republicans looked over the high price 
of running the Government and, in the 
Senate, set out on a campaign to shave 
5 per cent off all appropriations. They 
gathered enough supporters to send one 
big financing bill back to committee with 
instructions to give it another going over, 
cut wherever ‘possible. 

The high price of occupying Germany 
came in for attention, too. U.S. officials 
in Frankfort charged that Germans were 
deliberately padding occupation costs, 
running the bills high so that Germans 
will pay out less when the time .comes 
for balancing reparations against occupa- 
tion costs. What Germany pays for occu- 
pation will be deducted from Allied war 


claims against the former enemy, ang 
every boost in the costs now means th 
much ofa cut in the settlement claimg 


E PRESIDENT has tried a lot of de 
pete to get his “Fair Deal” program 
moving through Congress, but with littl 
luck so far. First, he hailed the new Cons 
gress as a body that shared a Novembep 
election mandate to pass his laws. Thap 
didn’t work. Then he tried getting tough) 
That didn’t work, either. A few week 
ago he turned the other cheek, adoptedg 
“let’s be chums” policy. But still the Tre 
man bills spent more time in committeg 
pigeonholes than they did on the floor off 
the Senate or House. s 

Last week Mr. Truman came up 
something new for this session: patrom 
age—the public jobs Congressmen have 
at their disposal. The President conferrg 
with party leaders, then told a news come 
ference that the Democratic platform wag 
Democratic law, and that jobs should gp 
to those who are law abiding. The impli 
cation was clear: Democratic Congre . 
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SECRETARY ACHESON TESTIFIES 
For Senators: a new frankness 


—Acme 


men who don’t go along on civil rights, on) 
repeal of the Taft-Hartley law, on taxes) 
and social security might find themselves) 
on the outside when federal jobs are} 
passed out in their districts. 

The new idea for filling jobs reached” 
Congress only 48 hours behind the Ad-™ 
ministration’s big health-insurance pro- 4 
gram which would provide medical, sur- 
gical, dental and hospital care for 85 per” 
cent of the people. It would be financed 7 
by a 3 per cent tax on all wages and sala- 7 
ries, the tax to apply only on the first 
$4,800 and to be split between employes © 
and their bosses, plus $1,500,000,000 a 
year from the Treasury. Nobody would 
say how much health insurance might cost 
in the long run—nor expected the program 
to pass at this session of Congress. 
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Only Chevrolet 
Pes heavy-duty 
trucks have all these champion 
eatures! 4-SPEED SYNCHRO-MESH 
RANSMISSION—SPLINED REAR 
AXLE HUB CONNECTION—LOAD- 
MASTER VALVE-IN-HEAD ENGINE. 


Year after 

— year, the pref- 

erence of truck users puts Chev- 
rolet trucks ahead of them all. 
Built to be first and built to 
last, it’s the one and only truck 
that offers high-price quality 
at the world’s lowest cost! 


The only 
trucks that 
bring you 
BIG-4 
VALUES 





Heavy- 
duty 


Perjormance 


Chevrolet trucks top them all 
on the toughest jobs, for these 
trucks have rugged power and 
massive strength combined with 
unmatched operating economy ! 


Priced Only the leader 
enna — Chevrolet— 
builds heavy-duty trucks with 
THREE-WAY THRIFT. No other 
combines the triple economy of 
low cost operation, low cost 


upkeep and the lowest list 
prices in the entire truck field! 


De luxe equipment available at extra cost. 


OFFICIAL REGISTRATIONS PROVE THERE ARE MORE 


CHEVROLET TRUCKS IN USE THROUGHOUT THE 
NATION THAN ANY OTHER MAKE! 


CHEVROLET MOTOR DIVISION, General Motors Corporation, DETROIT 2, MICHIGAN 





*MANY MAJOR INDUSTRIES PREFER ONE PURCHASE AGREEMENT 


co LL 


with an Engineering Degree 





IMMEDIATE BENEFITS — 


You get economies from uni- 
form production . .. greater out- 
put ... and reduced operating 
costs by getting the right lubricant, in the right 
place, at the right time, in the right quantity. 





ENGINEERING KNOW-HOW — 


Texaco lubricants assure you 
these benefits because they carry 
an engineering degree. That is — they are recom- 
mended to meet your exact needs by skilled Texaco 
Lubrication Engineers. These experts apply to your 
problems the experience of Texaco in all fields of 
industry. 








ONE PURCHASE AGREEMENT — 








*TEXACO IS PREFERRED This gives-all your plants, wher- 
BY MAJOR INDUSTRIES ever located, immediate, con- 


venient sources of supply for 
For example... quality lubricants that are distributed through 
more than 2300 Texaco Wholesale Distributing 
Plants in all 48 states. 

in the U.S. are lubricated with Texaco Get complete details! Call or write your nearest 
Texaco plant or The Texas Company, 135 East 
42nd Street, New York 17, N. Y. 





More locomotives and railroad cars 


than with any other brand. 


THE TOUGHEST JOBS CALL FOR TEXACO! 























More than 2300 ( 


Texaco Wholesale Distributing 
Plants in all 48 States... 
The Texas Company Se tees 
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IF THE ‘COLD WAR’ ENDS: 





LESS ARMAMENT, MORE TRADE 


Reported from WASHINGTON and LONDON 


“Cold war,” thawing out, puts 
almost everything in a different 
light. Peace, still far away, looks 
possible again. 

The two sides—Russia and U. S. 
—have been testing each other 
out for months, looking for a way 
to make a safe deal. 

A truce, if it works, is expected 
to start trade moving again, to 
have an impact on defense, busi- 
ness, taxes, a host of other things. 

An end to the “cold war,” once it is 
definite, gradually will have its effect 
all along the line in business, in arma- 
ment, in taxes, in diplomacy. 

War then will slip further into the 
background. Peace will become a pos- 
sibility once more. Talks among diplo- 
mats will replace threats and name 
calling. 


Meaning of a truce, if a real one 
comes, is appraised by officials thus: 


—Official U.N, 


FOR RUSSIA—MR. MALIK 
« » - more talk of compromise 


MAY 6, 1949 0 





Armament spending gradually will 
adjust itself to the temperature of U.S. 
relations with Russia. If trends are 
toward peace, military budgets in the 
United States and abroad will tend to 
level off, or even to decline. A $15,000,- 
000,000 ceiling on U.S. expenditures 
then may be fixed, and held. 

Lend-lease for rearmament of Europe 
will grow less rapidly, once diplomatic 
tempers cool. Congress is asked to vote 
$1,130,000,000 for the first year of lend- 
lease as planned. In that amount is $452,- 
000,000 worth of military equipment 
valued at 10 cents on the dollar, or an 
actual $4,520,000,000 worth. If war pros- 
pects fade, the U.S. armed services may 
be less anxious to transfer that much 
equipment, because of doubt whether 
Congress would replace it. At present 
prices, replacement would cost much 
more than 100 cents on the dollar. 

World trade will tend back toward a 
normal pattern, if the cold war is stopped. 
East-West trade in Europe will revive. 
The United States will get increased 
machinery orders from Russia and from 
areas under Russian domination. Food 
from Eastern Europe will be exchanged 
again for manufactured products of 
Western Europe. 

Economic assistance from U.S. to 
the outside world can be trimmed, as 
world trade recovers and foreign nations 
get back on their feet. Much of this aid 
now is extended to prevent the spread 
of Communism and to assure that U.S. 
will have friends abroad. Since the end 
of World War II, U.S. has spent $20,- 
000,000,000 in foreign aid of all kinds 
and is planning to spend nearly $8,000,- 
000,000 more in the year beginning next 
July. The time may be near when this 
spending can turn downward. 

Taxes in U.S. will be affected, sooner 
or later, by any cuts in spending for de- 
fense and foreign aid. Tax reduction 
might be postponed, however, if such 
cuts were offset by increased spending 
in U.S. for public housing, social se- 
curity, farm aid and other measures 
sponsored by President Truman. 

Results of many kinds will flow out of 
a truce in the cold war, if one actually 
is reached and is more than temporary. 


The whole course of affairs in the United 
States, Britain, France, Germany and 
many other countries is tied closely to 
what happens in the struggle between 
East and West. 

Why a real truce seems likely is 
explained by events in widely separated 
parts of the world. These throw light on 
the talks at Lake Success between Jacob 
A. Malik, Soviet delegate to the United 
Nations, and Philip C. Jessup, U.S. Am- 
bassador-at-Large, looking toward the 
lifting of the Berlin blockade. 

Berlin, the Ryssians now are implying, 
is not worth a continued struggle. U.S. 
succeeded in holding on there with the 
“air lift.” Besides, the Western powers’ 
counterblockade hurt the Soviet zone of 
Germany and the satellite nations of 
Eastern Europe more than the Russian 
blockade hurt the Western sectors of Ber- 
lin. Differences over Eastern and Western 
German currencies are no longer held to 
be vital. 

China, too, is ceasing to be a focus of 
rivalry between Russia and the West, as 
the Chinese Communists take over. 
There, U.S. decided that further inter- 
vention was not worth the cost. Russia 





~Harris & Ewing 
FOR U. S.—MR. JESSUP 
. ++. more hope for peace 
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THE ‘AIR LIFT’ HELPS ONE SIDE 
Effects of a truce in Germany would be felt around | 


now can feel that her eastern flank is 
safe against possible attack. 

Greece has become the scene of an 
East-West stalemate. U.S. in 1947 set 
out to help the Greek Government elimi- 
nate 13,000 guerrillas. After two years 
and the expenditure of nearly $500,000,- 
000, however, fighting still goes on, and 
U.S. finds that the number of guerrillas 
has grown from 13,000 to 23,000. 

Eastern Europe no longer is an active 
battleground in the cold war. U. S. is too 
far away to take effective action there. 
Russia, for her part, has discovered that 
she cannot seal that region off com- 
pletely from the West. 

Austria now is a quiet sector, and the 
long deadlock over peace terms is just an 
incident in the over-all struggle. If other 
issues between Russia and the West 
should be settled, negotiations over Aus- 
tria might result quickly in agreement. 

The U. S. position, all along, has been 
that peace talks concerning Germany 
could be resumed as soon as the Berlin 
blockade was lifted. As for Russia, 
rumors have persisted for some time that 
she regarded the Berlin blockade as a 
liability rather than an asset and wanted 
to give it up, if she could do so without 
losing face. 

What’s ahead, apparently, is re- 
newal of the struggle over Germany. 

Soon after the end of World War II, 
U.S. offered to join with Russia in a 
treaty to disarm Germany for 40 years. 
Russia showed little interest. 

Later, at the meetings in Moscow and 
London in 1947, Russia demanded rep- 
arations from current German produc- 
tion, a voice in management of the Ruhr, 
and formation of a centralized German 
Government. U.S., Britain and France, 
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fearing that Russia’s real aim was to com- 
munize all of Germany, refused those 
demands. The peace talks broke down. 

Then, a year ago, the Western powers 
went ahead with plans to set up a sepa- 
rate Government in Western Germany, 
as a barrier against any Communist tide 
flowing out of the Soviet zone. These 
plans, U.S. now insists, are to go for- 
ward, regardless of four-power talks over 
Germany as a whole. 

New proposals are expected to be 
made by Russia, when the foreign min- 
isters meet. Most likely is an offer to 
withdraw all Soviet occupation troops 
from Germany, if the Western powers 
will do likewise. The Russians will urge 
also that a Government be set up for all 
Germany and not just the three Western 
zones. 

Such proposals could prove a handicap 
to the program for a separate Govern- 
ment in Western Germany, in spite of re- 
peated assertions that it will not be 
halted. The Germans themselves, reluc- 
tant to see their country permanently 
split and anxious to get rid of foreign 
troops, may put the program into slow 
motion, while they wait to see how the 
East-West negotiations come out. 

U.S. officials are opposed to any im- 
mediate withdrawal of troops from Ger- 
many, if that withdrawal means that U. S. 
forces are to be brought to this side of the 
Atlantic while the Russian forces remain 
only a few hundred miles from the Ger- 
man border. One suggested solution is 
that, for a term of years, U.S. troops be 
stationed in France, ready to intervene in 
Germany if trouble should arise. 

Keeping Germany disarmed may 
turn up this time as a Russian idea. The 
Russians, in opposing the North Atlantic 


yas 


THE BLOZKADE HURTS BOTH SIDES 


he world 


Pact, are reported to be especially dig 
turbed over the talk that Western Gem 
many, later on, will be brought into tf 
Pact and rearmed. Secretary of Stal 
Dean Acheson has assured the Senatg 
Foreign Relations Committee that thi 
is not contemplated, but Gen. Lucius] 
Clay, military governor of the U. S. zon 
in Germany, nevertheless is urging tha 
Western Germany be included. ‘ 

In any event, the struggle over Gem 
many is likely to be prolonged, and@ 
final peace treaty may be years away. ~ 

A settlement between U.S. 
Russia, if and when it is reached, wil 
reflect the victories won and defeats sul 
fered in their trial of strength of the last 
two years. 4 

Russia is winning in the Far East, but 
is losing in Western Europe. Com 
munists failed in their attempts to stoj 
the Marshall Plan, to take over Frane 
and Italy, to win more than a small mk 
nority of Germans. Russia was not able 
to dislodge the Western powers from 
Berlin. 

U.S. is losing in the Far East, but i 
winning in Western Europe. The Mar 
shall Plan has strengthened democrati¢ 
nations in Western Europe and _ has 
helped them toward economic recovery. 
Now those nations are joining U.S. and 
Canada in the Atlantic Pact for defense. 

In Eastern Europe, the Balkans, the 
Middle East, the rival powers have 
neither gained nor lost important ground. 

Now, with the actual strength and 
weakness of the two power blocs becom- 
ing clear, the time appears to be at hand 
when East and West can find a basis 
for existing side by side in the postwar 
world. If they do, the cold war will pass’ 
into history. 
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CHINA: HEADACHE FOR RUSSIA? 


Reported from WASHINGTON and SHANGHAI 


U.S., pulling out of China, 
be Russia is biting off more 
than she can chew. Nobody has 

yer controlled all China. 
American stake, now being 
lquidated, runs into billions. 
lussia, through Communists, 
gpes to take over most of it. 
“It means U. S. loss and Russian 
gain of airports, bases, maybe 
rade. But it means a big head- 
athe for the winner, too. 


An investment of billions in money 
and years of effort is being liquidated 
by the U.S. in China. As the U.S. 
liquidates, Communists are taking 
over. Russia is inheriting the position 
and the prestige once held by the West. 

War in China is not over yet, but there 
is little doubt about the outcome of mili- 
tary operations. Most of the $3,319,400,- 
000 of the U.S. taxpayers’ money, put 
into China since V-J Day to stop Commu- 
fism, is already gone. Now, policy mak- 
# in Washington have weighed the cost 
f continuing to shore up the anti-Com- 


U.S. Aid to China Since V-J Day 
—_— 


MILITARY A °3,319,400,000 


MAY 6, 1949 


in: 


S 


munists in China and have decided it is 
not worth while. As they see it, U.S. 
money and effort can be used to better 
advantage elsewhere. 

Russia is to get the headaches that the 
U.S. is leaving behind. The Russians, 
however, are not going to expend their 
resources and efforts in trying to build up 
China. Moscow’s past performances in 
Manchuria and elsewhere suggest that 
the Soviet, instead, will take what it can 
get out of China, giving little in return. 
Sosfar, this policy has paid off for Russia 
while the U. S. paid China’s bills. 

U. S. loss in China is a real setback 
for the U.S. policy of containing Com- 
munism, a loss taken voluntarily as the 
best way out of a bad bargain. 

Dollars lost, directly and indirectly, 
add up to much more than U. S. aid to 
China since V-J Day (see chart). One of 
the U. S. aims in war was to prevent the 
Japanese from taking China. Now Russia 
is taking over as the sponsor of the Chi- 
nese Communists. Most of the U.S. aid 
to China was in the form of outright gifts, 
but China’s debt to the U. S. still exceeds 
$1,000,000,000. There is little chance 
that the Communists will pay any part of 
a debt incurred by a Government that 
was trying to beat them. 

’ Bases for war are lost, too. Russia, 
not the U.S. and the Western powers, 


The War-Torn 


stands the best chance of getting bases 
in China in the event of any future war. 

Airfields in China are closer to the Rus- 
sian industries in the Ural Mountains 
than bases available to the U. S. if there 
is a war with Russia in the future. Now 
such bases are closed to the West. In- 
stead, airfields in China within bombing 
range of the Philippines, Southeast Asia 
and India may be available to Russia. 

Warm-water ports on China’s coast, 
previously used by the Western powers, 
may be used in the future only by Russia. 
The U. S. Navy is getting out of Tsingtao 
where Americans were training Chinese 
Nationalist seamen to handle American 
warships given to China by the U.S. 
Britain is worried about the future of 
Hong Kong, its island colony in South 
China. Russia, however, may plan to 
build up a Pacific fleet, using China’s 
warm-water ports as bases for its modern 
German-designed submarines. 

All this looks bad for the U.S. But 
Russia, too, is facing problems churned 
up by the revolution that started in China 
in 1911 and still is in progress. As late 
as 1939, the great powers had their own 
courts in China.to try their own citizens, 
ignoring Chinese law. China took orders 
backed up by gunboats of foreign powers. 
Now, however, things have changed. 

Chinese Communist shore batteries 
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have attacked British naval vessels on the 
Yangtze, causing heavy losses, and the 
British are withdrawing. Each side in 
China charges the other with permitting 
foreign intervention and relying on for- 
eign aid. Although the U.S. and the 
Western powers are pulling out of China, 
liquidating their effort to stop the Com- 
munists, Russia, also a foreign power in 
China, is going to find the Chinese hard 
to handle. 

Russia’s gain in Chinz is limited by 
the Chinese themselves. There are 467,- 
000,000 Chinese, and most of them resent 
foreign interference. Russia, so far, has 
handled the Chinese Communists with 
kid gloves. And the Communists boast 
they have reached their present position 
with little help from anyone. 

Russia has contributed few arms and 
little ammunition to the Chinese Com- 
munists. Bungling and corruption on the 
Nationalist side have done more for the 
Communists than their alliance with 
Russia, according to high American offi- 
cials. A good part of the military equip- 
ment given to Nationalists by the United 
States, for example, is now in Communist 
hands. 

Eyewitnesses of the Communist occu- 
pation of Nanking, the Nationalist capi- 
tal, report that the Communist troops are 
armed mainly with weapons made in the 
U.S. Their supply wagons carry U. S. 
Army C rations abandoned by fleeing Na- 
tionalists. They have few Russian arms. 
Some of their equipment is made in the 
arsenal at Mukden, China’s largest, which 
was abandoned intact to them by the 
Nationalists. 

There are relatively few Russians ac- 
tive in Communist China today. These 
appear to be acting as advisers, rather 
than commanders. Political commissars 
who travel with Communist troops are 
Chinese students, not Russians. 

Chinese Communists, as a result, 
insist that they owe little to Russia. They 
do not, however, pretend to like the U. S. 
and the Western powers. “Uncle Sam” is 
represented as a villain in Chinese Com- 
munist territory. His effigy is burned at 
village rallies along with the effigy of 
Marshal Chiang Kai-shek, the Nationalist 
leader. Russia is represented as a “peace- 
loving” nation while U.S. leaders are 
condemned as “warmongers.” 

Leaders of the Chinese Communists 
insist that their revolution is Chinese, not 
Russian, in character. Mao Tse-tung, the 
Number 1 Communist, is a revolutionist 
who has never been to Moscow, but who 
has adapted Marxist doctrine to the prob- 
lems of China. Chou En-lai, second to 
Mao, is a well-educated and well-traveled 
upper-class Chinese whose job is to 
obtain the co-operation of Chinese non- 
Communists in the task of governing 
China. Li Li-san, a Communist trained in 
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FLIGHT FROM SHANGHAI 
For Russia: prestige and problems 


—Acme 


Moscow, is Russia’s main link with the 
Chinese Communists. In addition, the 
Communists have enlisted the aid of a 
number of professional generals who will 
be hard to hold when the civil war 
against the Nationalists is ended. 

The party led by Communists is tak- 
ing over the job of governing China as 
fast as the Communist armies move 
through the country. This party is the 
Kungshantang, or “Public Property 
Party.” Its members include many non- 
Communists. The late Dr. Sun Yat-sen, 
spiritual father of the Chinese Republic, 
is a hero in Communist China as well as 
in Nationalist China. Members of the 
Kungshantang claim that their party is 
the true champion of the revolutionary 
ideas of the founders of the Republic. 

Rank and file of the Chinese Com- 
munist movement is made up of peasants. 
Mao, himself of peasant stock, has made 
the poor farm worker of China the core 
of his “revolution.” As Mao interprets 
Marx, the peasant must remain the back- 
bone of the Communist state in China for 
at least 40 or 50 years. During this period, 
China will rely on small-scale private 
capitalism, moving slowly toward the 
creation of an industrial economy. For 
such a transition, China will need more 
outside aid than Russia alone can supply. 

China‘s trade with the West appar- 
ently is to be encouraged, not banned, 
but controlled by the Government. U. S. 
and British traders already are selling 


goods to the Communists and shippin 
them on U.S. and British ships to pom 
controlled by the Communists. 

Economic policy of the new regime} 
based on.a plan to tie the value of i 
currency to necessary commodities, Ne 
cessities such as food, vegetable oil, 
cloth and coal are collected by a Gover 
ment-controlled corporation and dumpeg 
on the market when prices get out of ling 
Wages are paid both in cash and in king 
The currency value of bank deposits # 
many Communist-controlled areas is tig 
to the commodity-price index, so that 
depositor can buy as much with }j 
money when he takes it out of the bank 
as he could have bought at the time he 
made his deposit. Such measures have ep 
abled the Communists to check the de 
preciation of their currency, while N, 
tionalist China’s currency, for the secor 
time, is vanishing in runaway inflation. 4 

This scheme of things is vastly differ 
ent from the Moscow version of applig 
Communism. Premier Joseph Stalin told 
an American visitor in 1944 that Chinesé 
Communists were like radishes—“red om 
the outside, white on the inside.” Buf 
U.S. experts are inclined to throw cold 
water on the idea that China’s Commit 
nists, like the Communists in Yugoslavi 
may one day defy Moscow. They hope 
at best, that economic necessity ané 
political expediency may lead the Chi 
nese Communists to keep their door open 
to the U.S. and the Western powers. 

A compromise in China, between 
Communists and non-Communists, still i 
not ruled out as a possibility. The Com# 
munists are beset by enormous problemi 
of administration and supply. They are 
moving from an export-surplus area i 
North China into the more thickly pop 
lated and deficit areas of South Chinaj 
always a problem for its rulers. Theit 
movement across the Yangtze is reported 
to have been started before they were 
ready because Russia wanted to be free 
to negotiate with the West in. Europé 
without worrying about China. 

U.S. decision to liquidate its support 
of the Chinese Nationalists thus gives the 
Communists a chance to slow down and 
take stock of the enormous responsibilities 
before them. Inflation remains a problem. 
War damage is widespread. Non-Com- 
munists, called in to help, are warning 
the Communists not to stand in the way 
of trade with the West. China, poor if 
resources and crowded with hungry peo- 
ple, would find life difficult behind an 
“fron curtain” like that which the Rus- 
sians have imposed on Eastern Europe. 
The Chinese Communists, owing less to 
Russia’s help than their comrades in 
Eastern Europe, may find it expedient to 
leave their door at least partly open to 
the -West, even as the Western powers 
pull out of China. 
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r. Truman Ends Line 
Of ‘Big Navy’ Presidents 


President Truman, an old Army 
an, has his own ideas about 
the Navy should be run. 
thanges are being made. 
| "Big Navy’ Presidents, from 
sodore to Franklin Roosevelt, 
the pattern that gave the fleet 
op money in defense plans. 
But Mr. Truman has different 
deas, some picked up as a Sen- 
» investigator. What he thinks 
to show up in future roles of 
y, Navy, Air Force. 


President Truman’s decisions are 
unning against the Navy. He agreed 
fo a stop-construction order for the 
lsupercarrier. He may pare down the 
arine Corps. Navy expansion plans 
fare being cramped. And “big Navy” 
men are in a turmoil. They fear the 
"Navy is to become a secondary branch 
of national defense. They are asking 
Whether Mr. Truman has a grudge 
against the Navy. 
| The answer to that question, given by 
those most familiar with the President’s 

iews, is: Mr. Truman has no grudge 
‘against the Navy. He is trying to deal 

Mimpartially with Army, Navy and Air 
Force. He will treat the Navy no worse 
than any other defense agency—but no 
/better. He thinks that air, land and sea 
(forces, all have a place in defense; but 
tthat Navy’s role is changing. 
| Bad news for Navy. For a Navy 
that has held the top spot in America’s 
‘defense picture for half a century, this 
| is hard to take, Through those years, the 
Navy got the biggest share of defense 
"money. The only way an enemy could 
Preach America was by sea. It was the 
PNavy’s job to bar the seaways. It got 
[ships and mcney to do this job. But, in 
| the atomic era, the President feels long- 
j range air power is supplanting the Navy 
' as the first line of defense. 
| This is quite a change for the Navy. 
Franklin D. Roosevelt was a “big Navy” 
4 man. So were his closest advisers. The 
'Army held a secondary role, and had 
) done so all through the years since Theo- 
dore Roosevelt doubled the size of the 
Navy soon after the turn of the century. 
In those days, the Navy got the first 
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choice of men and equipment, the best of 
food and housing. It came close to making 
its own rules. But all of that is changing. 
Mr. Truman is accepting the Air Force’s 
argument that the country needs above 
all else an aerial striking force to retaliate 
in event of future attack on the U.S. 

The President’s views of the de- 
fense forces were formed during the 
period when the Navy was riding high. 
All through his years in Congress, he 
heard his friends criticize the high brass 
of Army and Navy alike. They said gen- 
erals and admirals regarded the Army 
and Navy as their own property. And Mr. 
Truman got a first-hand view of service 
squabbles when he led a Senate investi- 
gation by his own Truman Committee 
into the defense establishment. 

Mr. Truman’s probe gave him plenty 
to criticize in all the armed services. He 
found stiff-necked arguments reaching 
through all levels of officers. He found 
the services competing for materials and 
bidding up prices against each other. The 
Army bought hotels when, but for the 
contentiousness between the services, its 
men could have lived on naval bases. 
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‘HONORARY SUB SKIPPER’ 
. the tide turned 


Landing craft. Mr. Truman dug out 
the details of a landing-craft dispute. A 
boat builder had developed a landing 
craft of shallow draft. But the Navy’s 
Bureau of Ships would have none of it. 
The Bureau let contracts for 1,100 boats 
of its own design, over protests, to con- 
tractors who had no experience in build- 
ing such boats, In the final tests, its craft 
failed. 

Five years and a lot of money were 
lost in the squabble. As one part of the 
loss, 225 Navy craft that cost $7,000,000 
had to be junked. Mr. Truman’s Commit- 
tee concluded that the Navy was so re- 
luctant to accept any design other than 
its own that it would disregard the facts 
and, perhaps, even the safety of Ameri- 
can troops. 

Submarine and helicopter. During 
this period, too, Mr. Truman decided 
that the Navy was slow to accept change. 
He found that it had frowned upon the 
submarine in its beginning and that, as 
result, the inventor took his plans to 
England. And he reported that the Navy 
had kept a closed mind on the helicopter. 

In 1938, Congress appropriated $2,- 
000,000 for research on the helicopter, a 
project proposed by the Army. The funds 
were to be under direction of the Army. 
But it was thought that the helicopter 
would be of especial use to the Navy, 
and that branch was asked to co-operate. 
The Navy ignored the instructions. The 
Army developed a helicopter. At least, 
this was Mr. Truman’s view. 

Mr. Truman reported that the Navy 
then tried to create the impression that 
its men had developed the helicopter 
and that it already had a number in use 
as antisubmarine weapons. His Commit- 
tee said the Navy did not deserve credit 
for developing the helicopter, but, on 
the contrary, deserved censure for stand- 
ing in the way of development. In Mr. 
Truman’s own opinion, there was no 
doubt that the value of the helicopter 
would have been shown a whole year 
earlier but for the Navy’s indifference. 

The net result is that the President 
is a tough man for the armed services to 
deal with. He can document weaknesses 
of all three from his own observation. But 
close friends say he has no disposition to 
give an edge to one service over another. 
He vetoed a request by air men for a 70- 
group Air Force. And he backed up the 
veto of the Navy’s supercarrier. 

Actually, the President feels that the 
atom bomb and other new weapons are 
changing the duties of the three branches 
of service. He is not quite sure what the 
Navy’s job will be in any future war. But 
he does want a tight unification of the 
three services under one command, even 
reaching back into the officer-training 
period at West Point and Annapolis. And 
he is driving hard toward that goal. 
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CHANGED BASIS FOR U.S. DEFENSE 


Navy Loses to Air Force Role as ‘First Line’ 


Navy is losing its traditional 
place as the first line of U.S. 
defense. Stop-work order on the 
big carrier shows trend. 

Air Force is moving up, has 
powerful advocates in Congress 
and in the Administration, may 
reach 70-group strength. 

Shift, as now set, tends to de- 
emphasize naval power. It means 
generals, not admirals, will do 
most defense planning. 


A basic change is taking place in the 
way U.S. is to be defended if war comes 
again. This change is in the relative posi- 
tion of the nation’s Navy, Army and Air 
Force. It is formally signaled by 
the decision to abandon construc- 
tion of a supercarrier, designed for 
offensive operations in time of war. 

The Navy long has been con- 
sidered the first line of defense in 
peacetime. Yet today there is no 
other Navy, built or building. ca- 
pable of carrying a real attack by 
sea to U.S. shores. It is in the air 
that the danger is foreseen. The 
Air Force, as a result, has been 
moving up to replace the Navy as 
the fi-st line of defense and as the 
favored service. This change in 
roles now is fixed by the decision 
to deny to the Navy the offensive 
air weapon it had shaped as a bid 
to retain its position. 

Assurances are being given by 
President Truman, by Defense 
Secretary Louis Johnson, by leaders 
in Congress that the Navy of the 
future will not be stripped further. 
It is promised that the Marines 
will not be merged with the Army, 
that the Navy’s air arm will not be 
required to merge with the Air Force. 

Admirals, however, are not inclined 
to put too much reliance on such 
promises. To the Navy’s officials, Mr. 
Johnson’s decision means, in effect, that 
the role of the U.S. Navy is to be that 
of an antisubmarine service, a service to 
protect sea lanes, not to have a part in 
the offensive of a future war. 

On that basis, Navy men doubt that 
they can continue to receive the lion’s 
share of U.S. defense dollars, or retain 
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many functions that do not deal with 
antisubmarine warfare. In the current 
year that ends June 30, the Navy is get- 
ting $4,500,000,000 of military funds, 
the Air Force is getting $3,300,000,000, 
the Army $3,700,000,000. That ratio, 
they fear, may be inverted as relative 
position of the services changes. 
Generals, in contrast, are confident 
that they will get the role of shaping 
future war plans. Air Force and Army 
generals on the Joint Chiefs of Staff, 
when they disagree with the Navy’s rep- 
resentative, expect to have the support 
of Secretary Johnson, who is in a position 
to decide issues on which the Joint Chiefs 
fail to reach unanimous agreement. This 
situation already. has resulted in the veto 
of the Navy's supercarrier. It could give 
the genrals power to decide the role of 
each service and what weapons it can 
have. It will tend to base U.S. defense 
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DEFENSE CHiEF JOHNSON 
. . new powers for the new Secretary 


strategy on air power and land power, 
with the seas considered an avenue of 
approach, not a base for attack. 

As a result, the admirals believe that 
over the years the generals gradually will 
fit the Navy into a narrower role. Under 
that concept, despite present promises, 
Navy planners are preparing to fight to 
keep their rem@aing weapons for the of- 
fense—their big bombers, new guided- 
missile ships, their Marine Corps striking 
force and its supporting planes. 


What it means, if the new defense 
concept is followed through in spite of 
the promises, has been outlined by re- 
sponsible military officials interviewed 
privately by editors of U.S. News & 
World Report. A consensus of their 
opinion follows: 

Navy strength, as a purely detensive 
force, is almost certain to decline. That 
strength may go down as much as 40 per 
cent even without action by Congress in 
transferring some elements of the Navy 
to other services, by simply paring down 
the size of Navy air and amphibious 
teams. Then, if Congress authorized re- 
moval of the Marine Corps and the air 
arm from Navy control, that strength 
could be cut from 534,000 men at pres- 
ent to about 200,000 men left for anti- 
submarine duty. 

Marine Corps of the Navy is most vul- 
nerable. It might be pared from 2 di- 
visions and 26 air squadrons to 
perhaps 3 battalions and a dozen 
air squadrons by action of the Joint 
Chiefs and the Defense Secretary 
alone, through control of its budget. 
Or, if Congress approves, it could 
be converted into an air-borne as- 
sault team, rather than an amphibi- 
ous team, and transferred to Army 
control. Army belief is that all land 
units should be made air-transport- 
able, that future landings will be 
made from the air, not by sea. This 
strikes at the present amphibious 
role of the Marines. 

Air arm of the Navy, too, is be- 
lieved to be on the spot. Big new 
bombers of the P2V type are de- 
signed for carrying atom bombs, 
are too large for efficient use as 
antisubmarine weapons. Other 
Navy planes are land based, could 
logically be taken over by the Air 
Force. Moreover, most .planes of 
the Navy's large air arm are fight- 
ers, good for supporting amphibi- 
ous landings and protecting ships 
from air attack. but worth little against 
submarines. 

Air Force, in turn, is to get a far bigger 
role in the period ahead, in the opinion 
of military officials interviewed. Air 
Force planners are assured now of a 
monopoly on strategic bombing, on funds 
for building up U.S. ability to deliver a 
quick counterattack. As the new first line 
of defense, the airmen could get the 
Navy’s land-based planes, its big bomb- 
ers, its No. 1 place on future defense 
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budgets if the Air Force alone has the 
role of air offense. Air Force chances of 
expanding to a 70-group strength are 
greatly enhanced. 

t " Army, meanwhile, is to keep its tradi- 
le tional position as the stand-by force in 
peacetime. The experts agree on this. 
No increase in Army man power is ex- 
pected. Orders for new weapons for the 
Army will continue to be small, educa- 
tional orders for industry. Addition of the 
Marine Corps to ‘Army strength has a 
better than 50-50 chance, in time, but 
that will require action by Congress 
and is not in sight for the next few 
years. Theory is that the Army can 
always expand quickly to do the fighting 
in wartime. 

Behind Navy fears concerning its 
future role is the almost complete lack 
of the Navy’s viewpoint in the group of 
planners who now dominate U.S. de- 
fense strategy. 

Policy makers at the top of this coun- 
try’s defense setup all are men with an 
Air Force or Army viewpoint. James 
Forrestal, whose leanings were toward 
the Navy, is replaced as Defense Secre- 
tary by Mr. Johnson, an air-power en- 
thusiast with Army background. Fleet 
Admiral William Leahy, who once gave 
a Navy view to White House decisions 
si / as the President’s Chief of Staff, has 
retired. President Truman, a_ former 
Army man, is neutral toward the Navy. 
(See page 15.) And no Navy men are 
left in top policy jobs with the Defense 
Secretary's planning groups. 

Committees in Congress that deal 
with defense policy and spending are 
. headed by Air-Army enthusiasts. In the 
House of Representatives, the Armed 
: Services Committee head is Carl Vinson 
: (Dem.), of Georgia, once a Navy man 
but now an all-out Air Force supporter. 
On the Senate side, committee chairman 
is Millard Tydings (Dem.), of Mary- 
land, a former Army colonel and a sup- 
porter of the 70-group air plan. 

Joint Chiefs of Staff, the only top- 
policy group where a Navy viewpoint is 
represented, is to find itself subordinated 
to Mr. Johnson as it never was to Secre- 
tary Forrestal. The Navy voice here may 
well be overruled, as in the case of the 
supercarrier decision. 

How far the new trend will go, in the 
end, will depend on how much addi- 
tional power is granted by Congress to 
the Defense Secretary. Mr. Johnson, mili- 
tary officials’ conclude, already has 
demonstrated that he has more powers 
than were used by Mr. Forrestal, but a 
reshuffing of the armed forces on a 
scale now feared by the admirals still 
will require authority from Congress. a ‘ ros ' sa 
The basic decision, nonetheless, is made, 
the pattern set for a change in this coun- MARINES LANDING: WILL THEIR AMPHIBIOUS ROLE CONTINUE? 
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Business Cautious, but Not Pessimistic 


Reported from ATLANTA, HOUSTON and DES MOINES 


Plans to ride out the calm are 
well under way by most busi- 
nesses. Companies are readjust- 
ing from boom peaks. 

Expansion programs are being 
put on the shelf. Loans are being 
reduced. Some plants are seeking 
lower-priced lines. 

Business stays good, by most 
standards. But a spring upturn 
is missing. Téndency now is to 
avoid risks, be cautious. 


At this season, when an upward turn 
in business should be showing if it is 
going to, all signs point to continued 
drift. In building, there is less than an 
expected spring revival. Retail trade 
in most lines is barely holding its own 
compared with a year earlier. Manu- 
facturing often is not as active as it 
was. 

All through the Central, Southeastern 
and Southwestern parts of the country, 
businessmen reflect an attitude of cau- 
tion. Orders have not shown any sudden 
spring spurt. The trend instead has been 
downward. Here and there, prices are 
slipping. A decline in prices is accepted 
by many businessmen as a danger signal. 
Buyers tend to hold back. Building proj- 
ects often are delayed to see if costs will 
be lower a little later. More and more 
employers are figuring ways to cut ex- 
penses as a means of holding profits when 
prices and volume decline moderately. 

As a matter of fact, business remains 
good by almost any standard of the past. 
A member of the Board of Editors of 
U.S. News & World Report, reporting 
after an on-the-ground survey, finds no 
evidences that anybody expects a crash 
or a drastic decline. It is just that every- 
where businessmen sense that business no 
longer is rising and is tending, instead, to 
ease off. Out of that situation grows a 
cautious attitude. Caution, in turn, leads 
to some cutting of expenses, some delay 
in plans for expansion. There is hesitancy 
about making commitments very far 
ahead. Where they are able, businessmen 
are paying off bank loans or reducing 
those loans. 

A most notable tendency, apparent in 
many areas, is for delay in plant-expan- 
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sion plans, This situation is shown clearly 
in the new $1,000,000,000 concentration 
of chemical and petroleum plants in the 
Southwest. These industries, still in the 
development stage, had planned to en- 
large plant capacity by 10 per cent in 
the next year or two. Land had been 
bought and building plans drawn, But 
now this expansion program is to be de- 
ferred pending a clearing of the business 
air and a possible further drop in building 
costs, 

The chemical and petroleum companies 
sell the bulk of their products to manufac- 
turers. Right now, demand for most 
things they produce is holding up well. 
There is some drop in demand for caustic 
soda and synthetic solvents, but the mar- 
ket for most other items is good. There is 
a feeling of uncertainty, however, as to 
how serious the general business decline 
is to be. 

Building costs, too, are a cause for 
concern, These costs, per unit of sales, 


are found to be nearly twice as high as 
they were when present plants were con- 
structed, While building costs have fallen 
a little, perhaps as much as 10 per cent 
from the peak, the drop is not large 
enough to offset uncertainty over future 
business conditions, 

Deferment of expansion by these in- 
dustries, however, does not mean that 
all construction is at a standstill in the 
Southwest. A new steel mill is soon to be 
started in Houston. Construction of 
natural-gas pipe lines into the East and 
Midwest is going ahead. In Dallas, 
Houston and other cities a considerable 
amount of commercial building is under 
way. Much of this consists of branch 
factories, to serve local markets, and 
warehouses to distribute goods through- 
out the region. 

A similar situation is found in the area 
around Atlanta. Plant construction on a 
big scale is being held up. The duPont 
interests have dropped a project for a 
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IN SOUTHWEST: A BILLION-DOLLAR CHEMICAL-PETROLEUM EMPIRE 
When the business air clears, a further expansion?. 
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$7,500,000 paint and chemical factory. 
Buildings still are unbuilt on sites ac- 
quired some time ago by Owens-Illinois 
Glass Co., Sherwin- -Williams Co. and 
Crown Cork and Seal Co. A major utility 
in the Southeast, with an enormous back- 
log of demand for service, is holding 
back on all expansion except what is 
essential. 

On the other hand, construction of 
smaller plants and distribution centers in 
the Southeast is moving along at a lively 
pace, Volume is about the same as a year 
ago. Building activity in these fields is 
spurred on by the need of industries to 
move closer to markets, more favorable 
freight rates and the increasing practice 
of pricing goods at mill or factory. North- 
ern manufacturers also still find the labor 
situation in the South attractive. 

The time is gone when manufacturers 
and merchants could sit back and let the 
business roll in. They now find them- 
selves faced with new problems of pro- 
duction, sales, costs and profits. 

Backlog of orders, for one thing, 
is shrinking fast. 

Manufacturers, who not long ago 
were worried about how they could fill 
all their orders, now are having to go out 
and scramble for new business. This gives 
them a feeling of insecurity, but at the 
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same time prods them into looking around 
for new products to make and new ways 
to cut costs. 

A shift to lower-priced lines is one way 
in which this problem is being met. This 
is particularly true in the field of furni- 
ture. Other manufacturers turn to price 
cutting as a way to hold business that 
threatens to slip away. This is going on in 
textiles and clothing. But almost every- 
body finds it necessary to get out and sell 
on a greatly stepped-up scale. 

Some manufacturers are making new 
products to add to those they have been 
producing. For example, a Georgia maker 
of cotton-dusting equipment, looking 
around for a way to boost business, found 
that the field of horse-drawn machinery 
was being neglected. He now has orders 
from Southern States for more of these 
planters than he can produce. 

In Wichita, Kans., some manufacturers 
went back to making parts for military 
planes, as they had done during the war. 

Retailers, too, are forced to figure out 
new ways to maintain volume. One meth- 
od is by use of clearance sales, Another is 
by featuring lower-priced lines. 

In this connection, automobile dealers 
in some parts of the country are finding 
that it is good business to cut car prices 
and offer more liberal allowances on 
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Buyers and builders are ‘‘waiting it out“ 








trade-ins, This policy of increasing trade- 
in allowances, when his backlog of new- 
car customers faded, proved profitable 
to one dealer in Iowa. It worked so well 
that he said he would be happy if he 
could keep business in the future at the 
level he now is maintaining. Another 


auto dealer, in Georgia, disposed of 
some new cars that had been shipped 
to him unexpectedly by cutting the 
price. He had become worried when, 
with a backlog of 40 orders for cars on 
his books he was able to sell only two 
of the shipment. 

A furniture dealer in Savannah, Ga., 
finds that it pays to get out and canvass 
for business, He found his sales to farm- 
ers dropping off, so now he goes out to 
their homes, shows them pieces that 
should be replaced and makes his prices 
attractive enough to do a good business. 
He is optimistic over his outlook. 

In building, the shrinking demand for 
higher-priced houses. is causing a switch 
to economy homes. One Atlanta builder 
is planning to put up 3,000 houses carry- 
ing a price tag of $6,500. This is $2,500 
less than the average of homes recently 
built in the same neighborhood. A build- 
ing program calling for 2,500 homes, 
many to sell for less than $6,000, is under 
way in Wichita. A number of houses 
priced from $6,400 to $6,800 are being 
built in Dallas. It’s the same story every- 
where—houses still are in big demand if 
the price is low enough. In such cities as 
Atlanta, St. Louis and Houston, building- 
trades unions are falling in with the trend 
to keep prices down by foregoing wage 
increases. 

Profits still are being made in most 
lines of business, in the areas surveyed, 
but they are harder to get and generally 
are not as big. This is sometimes true 
even when volume of sales is up. An 
Iowa dealer in furniture and appliances, 
for example, is making less money than 
a year ago, even though sales are up 15 
per cent. The sales gain is costly, because 
of salesmen’s salaries and reduction in 
markups. In the same Iowa community, 
the owner of a small variety store is un- 
able to get his net profit above 9 per cent, 
compared with the 15 to 16 per cent he 
thinks he should get on the basis of chain- 
store experience. 

Looking ahead, busitiessmen gen- 
erally are not overly pessimistic. Most of 
the successful ones who expressed opin- 
ions expect the readjustment to run for a 
while. They expect it to be painful for 
some people, but not too harmful to most. 
Those who are willing to buckle down to 
get business are optimistic about the 
future. Their attitude seems to be that 
of a leading real estate broker in Georgia, 
who said: “There’s a whole world to be 
rebuilt. We would be a bunch of chumps 
to let things go into a depression.” 
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CLASS OF ‘49 FACES HARDER GOING 


Fewer Jobs and Less Pay Are in Prospect 


College graduates, job hunt- 
ing, are to find the pickings slim- 
mer this summer. Good openings 
are getting hard to find. 

Class leaders from technical 
schools are best off. But recruit- 
ing by some firms is done before 
school lets out. 

Employers are getting more 
and more choosy as the biggest 
graduating classes in history en- 
ter the 1949 job market. 


The youth graduating from college 
this year is to find the going harder 
than in recent years. Jobs of the kind 
desired are not as easy to find except 
for top-ranking graduates of technical 
schools. Pay is to be higher for some 
who find jobs but probably not as high 
for the majority. 

Colleges will turn out in June a record 
crop of graduates. The estimate is that 
about 338,000 diplomas will be awarded, 
19,000 more than last year. Next year the 
crop may be even larger. Yet the num- 
ber of jobs awaiting graduates is declin- 
ing and is sharply lower than in 1948. 

This means that the average graduate 
trying to land a job will have to adjust his 
attitude and tactics to these facts: Com- 
petition. for jobs is keen and getting 
keener. More and more job seekers are 
snapping at chances to take available 
jobs, such as those in selling, on a trainee 
basis, far from home and at beginners’ 
pay rates. Employers are highly selective. 
It is increasingly important to make a 
good impression on prospective employ- 
ers at the first try. 

A signpost pointing to the new trend 
in hiring is found in spring, 1949, plans 
of some big companies. A year ago, about 
4,000 concerns were out looking for men. 
Only half that many may seek recruits 
this year. Hiring schedules call for fewer 
graduates. Just a few of many examples 
are listed here: 

A steel company expects to employ 
about 400 college graduates this year, 80 
fewer than in 1948. About 100 are to be 
industrial accountants; most of the rest 
will be engineers. Recruiting is nearly 
completed, and 75 per cent of employ- 
ment offers have been accepted. 
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An oil company will take 40 to 50 
per cent fewer technical graduates than 
last year. For the first time since the end 


of the war, this company is re-establish- - 


ing trainee programs, with men fresh 
from college being hired for training, 
rather than immediate assignments. 

A motor-car manufacturer will em- 
ploy 375 to 400 students this year, 25 to 
50 more than last year. But standards 
are up. This company will interview 
about 4,500 students in 175 colleges. 
From these men, 1,000 to 2,000 will be 
referred to various company divisions for 
further interviewing. Out of this group 
those to be employed will be selected. 
Salary inducements are $10 to $25 a 
month higher than in 1948. Of graduates 
being hired, 40 per cent will be men with 
bachelor’s degrees in mechanical engi- 
neering, and another 40 per cent will 
have degrees in other engineering fields. 
Most of the remaining 20 per cent will be 
business-administration graduates. 


The aircraft industry has “more engi. 
neers than contracts,” according to the 
spokesman for a leading manutacturer, 
Two large companies recently laid off 
parts of their engineering staffs when con- 
tracts were canceled. The types of men 
needed are experienced specialists, such 
as stress analysts, metallurgists, etc. The 
industry expects a number of young 
engineering graduates to be hired as 
draftsmen and loftsmen, jobs offering ex- 
perience but not broad engineering re. 
sponsibilities or high pay. 

An electrical-goods manufacturer 
plans to hire about 800 engineering grad- 
uates, compared with 982 last year, and 
300 men with business training, especially 
accountants, compared with 350 last 
year. This company is hiring many more 
new men than in the average prewar 
year. 

A metals producer is hiring only 60 
new college graduates this year. com- 
pared with 175 last year and 62 before 


College Graduates ... An All-Time High 
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the war. However, the company has 
about 1,786 “trainees in management” at 
the present time, compared with 354 
last year and 739 in 1940. This group 
includes new college graduates, gradu- 
ates who joined the company earlier, and 
self-educated men selected from lesser 
positions. 

Decline in demand for new college 
graduates appears to be general through- 
out industry. A survey last October 
showed that 173 companies in more 
than 20 lines of business then planned 
to hire 10 per cent fewer graduates in 
1949 than in 1948. After the recent 
downturn in business, many companies 
are believed to have reduced _ hiring 
schedules further. 

Other evidence of change in job 
prospects is found in reports of placement 
officials at universities. The outlook is 
much the same from one end of the coun- 
try to the other. A representative sam- 
pling of their opinions: 

On the West Coast, the University of 
California reports that many companies 
are out looking for men, but each em- 
ployer wants fewer graduates than last 
year. A major oil company that hired 147 
graduates in 1948 is hiring only 50 now. 
Openings for office managers show a 
sharp decline. Sales jobs are increasing, 
proportionately, and more companies of- 
fer straight commissions instead of sala- 
ries plus commissions. Among engineers, 
greatest demand is for chemical engineers 
and metallurgists. Greatest surplus, if 
any, will be in electrical engineers. U. C. 


this year will have 980 engineering grad- 


uates, expects 1,350 next year. 

In the South, the University of Texas 
finds conditions better than before the 
war, but not as bright as in 1948. De- 
mand for accountants, advertising special- 
ists, and sales and_ general-business 
trainees is slightly down from 1948. 
Monthly salaries average $250. Demand 
for chemists is down about 30 per cent, 
monthly salaries are about $260. Demand 
for pharmacists remains excellent, sal- 
aries averaging $300 a month, with all 
men placed. Geologists are seriously 
worried, with salaries at an average of 
$315, but few geologists are required, 
whereas all were placed last spring. De- 
mand for lawyers is poor, pay averaging 
$240. Demand for engineers is down 15 
or 20 per cent, with civil and mechanical 
graduates being offered $260 a month, 
and petroleum and chemical graduates, 
$300. Companies require better-qualified 
persons and recruit generally for replace- 
ments rather than additions to staff. Drop 
in demand was noticed particularly in 
March and April. 

At the University of Maryland, officials 
say that, without question, every gradu- 
ate in engineering will have at least one 
job offer at a salary of from $250 to $300 
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a month. Last year each man had two 
to four job offers. Good accountants have 
two or three jobs to choose from. Mar- 
keting-sales is one of the biggest fields 
this year. Chain stores, rubber companies, 
manufacturers, insurance companies and 
others are actively interviewing students, 
promising salaries $10 to $15 a month 
higher than last year. But more compa- 
nies want trainees, and training periods 
are longer. 

In the Northeast, the University of 
Pittsburgh estimates that demand for 
engineers and technicians is about 10 
per cent below 1948. In liberal arts and 
general business administration, the 
placement office is finding much more 
difficulty in turning up jobs. Average 
starting salaries in both technical and 
nontechnical fields are up about 10 per 
cent over last year. 

Harvard University notes that sales- 
work opportunities are plentiful, with big 
demand from banks and insurance com- 
panies. Lower volume of sales apparently 
is reducing requests for men by con- 
sumer-goods companies. 

Columbia University states that most 
graduates will find jobs by October, 
whereas, last year, 80 per cent had been 
placed by July 1. Companies customarily 
hiring Columbia graduates are taking 


only one half to one third as many men 
as they did last year. In engineering and 
science, jobs available about equal the 
supply of graduates—last year there were 
many more opportunities than candidates. 
Next year there will be an oversupply of 
college graduates in many _ technical 
fields. Accounting and sales work offer 
excellent opportunities and many students 
are seizing the chance to take these jobs. 
The sales jobs are not door-to-door sell- 
ing, in the main, but industrial and whole- 
sale selling positions. 

Job seekers, in short, are being 
warned that a new college degree is not 
necessarily the answer to all their prob- 
lems. Demand is far above supply for 
physicians, dentists, psychiatrists, physi- 
cists, pharmacists, teachers, librarians, 
veterinarians. Engineers stit! enjoy excel- 
lent job prospects, but about 40,000 will 
be graduated this year and next year’s 
crop will be larger, so intense competi- 
tion for them is ahead. In other fields, 
such as personnel work, advertising, 
radio, law, publishing, foreign commerce 
and so on, competition is back already. 
This is the first college graduating class 
since 1940 te hit a “normal” labor mar- 
ket. Individual graduates will find it 
necessary to plan their campaigns in 
order to get jobs accordingly. 





; —Standard Oil Co. (N.J.) 
ON THE EVE OF GRADUATION, JOB INTERVIEWS 
Competition is keen and getting keener 
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Better Vacations This Year 


Reported from SAN FRANCISCO, NEW YORK, WASHINGTON, OTTAWA 


Vacation planners find travel 
easier this year, prices about the 
same, but the service better at 
most resorts. 

Peak holiday season will be 
July and August. National parks, 
most lodges will be jammed then, 
luxury resorts less crowded. 

_ Trips to other countries are to 
be popular, fairly easy to ar- 
range. Big tourist business is ex- 
pected in Canada, Mexico. 


A vacation this year is to cost about 
as much per day as a year ago. But, 
for people willing to pay last year’s 
prices, the vacation should be more 
pleasant. The reason is that, though 
just as many families plan to take 
vacations this year as last year, most 
of them plan to spend less money. That 
leaves more room in the more expen- 
sive spots. 

Vacation centers probably will be as 
crowded as ever in July and August, 
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but, in June or September, accommoda- 
tions are easier to obtain. Inquiries at 
resorts indicate that most of the 60,000,- 
000 people planning a vacation this year 
want to take their vacation in July and 
August, and for a period of two weeks. 
The postwar trend toward longer vaca- 
tions has been reversed. 

Traveling this year should be con- 
siderably less difficult. The majority of 
vacationers intend to travel by automo- 
bile, and motorists will find highways in 
better condition, tourist accommodations 
more plentiful—there are 30,000 motor 
courts against a prewar 20,000—and no 
gasoline shortage. Gasoline prices, how- 
ever, are higher than a year ago. 

Railroad travelers will find more trains 
available, and in the West some luxury 
types are equipped with “vistadome” 
cars where passengers can view the 
scenery through glass roofs. Air lines 
expect to be able to accommodate vaca- 
tion travelers more easily than last year. 

Luxury hotels this year are soliciting 
business instead of merely booking reser- 
vations, Advance bookings in most places 
are off 10 to 15 per cent from a year ago. 
Prices are as high as last year, but serv- 
ices are to be improved. Many more 
hotels will provide hostesses, baby-sitters 
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PLANNING A VACATION TRIP 
- « - 60,000,000 will be on the move 


ee 


and guided tours. People looking for ac 
commodations in inns, lodges and camps 
will find them jammed tighter, particular- 
ly in July and August. Prospective camp- 
ers will find camp sites more crowded 
than ever. 

National park areas expect more 
than 25,000,000 visitors in 1949. That is 
a drop from last year’s record of 29,600,- 
000, but the prospect indicates continued 
crowded conditions. Biggest park at- 
tractions will be the Great Smoky Moun- 
tains of North Carolina and Tennessee, 
with 1,500,000 visitors expected, fol- 
lowed closely by the Shenandoah in Vir- 
ginia, Yellowstone in Wyoming, and Yo- 
semite in California, with 1,000,000 each. 

People planning to visit national park 
areas this year will find conditions more 
pleasant if they go early or late, Accom- 
modations have not increased much over 
prewar years and there are about 7,000,- 
000 more people to be accommodated. 

Most vacation areas will follow the 
pattern expected in national parks, The 
number of vacationers may be down a 
trifle but still will be large. People will 
be looking for lower-priced places to stay, 
and advance reservations are advisable 
in these places. 

In New England and the upper At- 
lantic States, shore and mountain resorts 
are pretty well booked for July and Au- 
gust, but space is open for June. Few 
bookings are being offered or made after 
Labor Day. Most luxury resorts still have 
space open, and travel agencies are under 
pressure to do more advertising. Prices 
are the same as last year. 

Children’s camps are not booked as 
heavily as in past years. Fees for an eight- 
week season from July 4 to Labor Day 
are the same as last year, ranging from 
$350 to $700. 

Pacific Coast resorts will be easier to 
get into than last year. On the whole, 
advance bookings for this area are 5 to 
10 per cent below a year ago, 

Vacationers are planning shorter visits 
this year, which means that more people 
can be accommodated during the season. 
The Monterey Peninsula, below San 
Francisco, has as many advance reserva- 
tions as last year, but mountain resorts 
report only 85 per cent as many in- 
quiries. Most large hotels in California, 
Oregon and Washington are soliciting 
business, but demand equals capacity 
for moderately priced resorts. 

In ‘the Mountain States, popular re- 
sorts and dude ranches are expected to 
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Basic data: Interior Dept. 


have almost as many vacationers as last 
year. Advance reservations are advised. 
The Idaho resort of Sun Valley, for ex- 
ample, reports that advance bookings 
are almost up to last year. 

Midwestern States report that vaca- 
tion conditions will be about the same as 
last year. Minnesota is trying to attract 
visitors with a special courtesy campaign, 
and Michigan and Wisconsin are pre- 
paring to accommodate at least as many 
vacationers as last year. Missouri expects 
a 12 per cent increase in vacation busi- 
ness. Arkansas reports advance bookings 
equal to last year. 

Southern States advise advance reser- 
vations for the more popular resorts at 
beaches or in the mountains. Virginia ex- 
pects 10 per cent more vacationers than 
last year and West Virginia also is look- 
ing for an increase. Summer accommoda- 
tions in Florida will be fairly easy to get. 
Florida resort managers expect the sum- 
mer season to follow the winter pattern, 
with visitors spread more thinly through 
the State and spending less time there. 

Travel abroad is expected to boom 
during the coming vacation season. 

Europe is to be the vacation place for 
500,000 U.S. citizens—the largest over- 
seas movement in history. Air lines and 
steamship lines are booked well in ad- 
vance, and the State Department reports 
that a record number of passports have 
been issued. France, with a favorable 
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franc rate, is to get most of the visitors, 
but England, Italy and Scandinavia are 
counting on a good share. 

Canada is expecting 20,000,000 U. S. 
vacationers this year, most of them travel- 


ing by automobile. Accommodations are 


adequate and U.S. travelers will find 
costs at hotels, motor courts and restau- 
rants about 20 to 30 per cent lower than 
comparable prices in the United States. 
Many U. S. tourists are expected to spend 
part of their vacation time in Canada, 
which accounts for the high Canadian 
estimate. 

Mexico offers relatively low-priced 
vacations for U.S. travelers. The ex- 
change rate of around 7: pesos to the dol- 
lar means low dollar prices, In Mexico 
City, moderate-priced hotels start at 
around $2.25 a day for a single room and 
bath; meals range from 60 cents up for 
breakfast, American style, to $1.50 and 
more for dinner. 

Hotels and tourist courts are more 
plentiful this year in Mexico than ever 
before, and managers, at the insistence 
of the Government, are holding prices 
down. Automobile travel is the most pop- 
ular with U.S. visitors. Highways into 
Mexico are in good condition from both 
Laredo and Brownsville, Tex. Air lines 
also are offering special rates from U. S. 
points to Mexico City. Some 300,000 
U.S. residents are expected to vacation 
in Mexico this year. 
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Cuba is the third most popular U.S. 
choice for a Hemisphere vacation, Cuba 
has the advantage of being close to the 
United States, and accommodations are 
adequate in Havana and at resort cities. 
Cuban prices, however, are high by U.S. 
standards, comparing with luxury resorts, 

Other countries in the Hemisphere 
also are attracting U.S. vacationers. Spe- 
cial summer sessions are open to U.S. 
students at universities not only in Mex- 
ico, but in Cuba, Dominican Republic, 
Guatemala, Colombia, Peru and Bolivia. 
Also nine U.S. universities ire holding 
extension sessions this summer in Mexico. 
Low dollar prices, with additional hotel, 
steamship and air accommodations also 
are being held out to U.S. travelers. 

Vacation business for the U.S. and 
other countries has become a big busi- 
ness. The Interior Department estimates 
that this year $12,000,000,000 will be 
spent directly and indirectly on vacations 
in the U. S. alone. The chart above shows 
how that money is to be shared. 

The official estimate is that 30,000,000 
vacationers are workers and _ their 
families, now entitled to vacations with 
pay, and that another 30,000,000 per- 
sons also will travel on vacations. The 
latter group consists mostly of business 
and professional workers and _ their 
families. Although vacation spending 
may be down a bit this year, the total 
still promises to be large. 
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5 MEALS NOW FOR WHAT 4 COST 


Cheaper Food Leaves More for Other Buying 


Household money goes quite a 
bit further now. Housewives, 
with careful shopping, are able 
to stretch out their dollars. 

Food that cost $10 last sum- 
mer sells for under $8 now. 
Furnishings, clothing are cheaper, 
too, for bargain hunters. 

Price drops mean better living 
for many. Families have more 
cash for appliances, gadgets, 
things to fix up the house. 


Family budgets, after being 
stretched year after year by rising 
prices, are beginning to loosen a lit- 
tle. The housewife discovers that her 
allowance definitely will go further 
than it did a year ago. 

Food bills, in particular, are smaller. 
How much smaller they can be made is 
shown by the accompanying table and 
by the Covergram. Food that cost $10 
to buy last July can be bought at this 
time, with careful shopping, for $7.93. 
This is a saving of more than 20 per 
cent—$2.07 for each $10 that was al- 
lotted for buying food in last July’s fam- 
ily budget. 

Clothing costs less, too. Markdowns 
on cotton garments mean a saving of $2 
to $2.35 on each $10 of last year’s cloth- 
ing budget. The careful shopper, in fact, 
finds many bargains these days. Furni- 
ture is being cut sharply in price. Radios, 
washing machines, refrigerators of many 
makes carry price tags that are much 
easier on the family pay check. Soap, 
towels, many other things of everyday 
use in the home can be had for less. 

It is food, however, that is making the 
big impression on the budget. Prices 
shown here are those widely advertised 
by stores in Washington, D.C. In some 
cities—Birmingham, Boston, Scranton, 
for examples—food prices have dropped 
even more than in Washington. In others 
—Denver, Dallas, Los Angeles—declines 
are smaller, Bargains are available every- 
where, however. It takes careful shop- 
ping, close watching of store ads, to get 
all of the price declines. But the lower 
prices are there to be had. A year ago 
they were not. 

Just where the biggest savings have 
come is shown by a comparison of re- 
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' 
THE HOUSEWIFE 
. . . for budgeteers, a bonanza 


cent prices of foods with prices asked 
last July for the same brands or grades. 

Meats are down substantially, even 
after somé increases since January. The 
housewife who paid $1.32 for 2 pounds 
of hamburger last July now makes that 
purchase for 86 cents, and saves more 
than enough for another pound. If she 
is alert to bargain opportunities, she 
shows a combined saving of 71 cents on 
the purchase of 2 pounds of center-cut 
pork chops and a pound of sliced bacon. 

Dairy products, too, take less of the 
family income. Butter takes 69 cents a 





HOW THE FOOD DOLLAR 
HAS STRETCHED 


(Retail prices in Washington, D.C.) 

July, April, 
1948 1949 

Hamburger, 2 Ib. $1.32 . $ .86 

Pork chops, 2 lb. Li 1.30 

Sliced bacon, 1 Ib. .79 49 

Butter, 1 Ib. 93 .69 

Milk, 2 qt. .40 34 

Eggs, 1 doz. 72 61 

Bread, 3 loaves 39 

Flour, 5 Ib. 

Coffee, 1. Ib. 

Sugar, 5 Ib. 

Apples, 3 Ib. 

Oranges, 1 doz. 

Potatoes, 10 Ib. 

sreen beans, 2 Ib. 

Carrots, 1 bunch 

Cabbage, 2 Ib. 

Tomatoes, 3 


Onions, 1 Ib. 











pound, instead of 93, and milk 34 cents 
for 2 quarts, instead of 40 cents, On 
eggs, the shopper finds a wide range of 
prices, but the right store will offer a 
dozen for about 11 cents less than it did 
last summer. 

Bread is only slightly cheaper than it 
was, even for the wise shopper. So are 
flour, coffee and sugar. But a close check 
on prices advertised for Saturday can 
mean a saving of more than 6 cents on 
each dollar spent on these in July. 

Vegetables and fruits, particularly 
the fresh variety, take the most careful 
shopping of all. They may sell in one 
store for a third of what they cost a few 
blocks away. Biggest declines in the 
group shown are for oranges, green 
beans, carrots, cabbage and _ onions— 
with 41 cents saved on the quantities 
listed. The housewife who works hardest 
at making ends meet buys these foods 
only when they are abundant, shies away 
from them in off seasons. 

Better living. Savings from the food 
and clothing budgets now are boosting 
the standard of living of millions of fam- 
ilies. Result is to be important to the 
entire economy. 

What the savings mean, in concrete 
terms, is shown by a look at the addi- 
tional products that many families now 
can afford. Cash saved on the food pic- 
tured in the Covergram, for example, 
will pay for a 2-pound rib roast, a quart 
of milk, 3 grapefruit, a pineapple, a 
head of lettuce and a package of spinach. 

Lagging demand for many consumer 
durable products, too, can get a lift from 
these savings. A weekly saving of the 
amount shown in the table will about 
cover the monthly installment on a $200 
washing machine, or on a $165 sewing 
machine, under new  consumer-credit 
regulations. It will pay most of the in- 
stallment on a $240 refrigerator, or a 
$260 living-room set. (See page 47.) 

Families whose incomes remain con- 
stant, thus, can enjoy a higher standard 
of living. Or they can lay the cash aside 
for future use. Where incomes decline, 
the squeeze on the family budget hurts 
much less than it would have. 

What these changes can add up to is 
an end to the alternating rises in living 
costs and wages. Already, budget sav- 
ings that have occurred are easing the 
pressure for pay raises. This, in turn, 
can mean a letup of pressure for price 
increases on hundreds of other products 
that go to make up livirig costs. 
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When General Eisenhower visited Moscow 
after the fall of Berlin, Russian military 
experts repeatedly asked him one question: 
“How did you keep up supply?” This, of 
course, referred to the amazing speed with 
which the Allied armies sped across Europe. 

Much of the answer lay in the ability of 
Allied aircraft (the great majority of them 
Douglas transports) to deliver 2000 tons 
of supplies daily to critical points at 
critical times. 

Carrying on their superb wartime record, 
Douglas aircraft have been transporting as 








WHAT DID THE RUSSIANS ASK 
GENERAL EISENHOWER? 


much as 5000 tons of supplies a day over 
the Berlin Air Lift. Yet this feat simply 
underlines the necessity for even larger, 
faster transport planes. 

Today, as for the past quarter century, 
Douglas leads the way in pioneering trans- 
portation by air. Under construction now, 
for example, is the giant new Douglas 
DC-6A air freighter. Able to speed loads 
up to 30,000 lbs. at 300 mph, the DC-6A 
will make available to the military services 
a cargo plane capable of world-wide supply 
operations of unprecedented scope. 


DOUGLAS AIRCRAFT COMPANY, INC. 
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The Bell & Howell Recorder per- 
mits 8mm images on 16mm film 
for double economy . . . can photo- 
graph both sides of a document 
simultaneously...can place on one 
100-foot roll of film a greater num- 
ber of images than was formerly 
possible. Documents can be fed by 
hand, or with automatic feeders, 
at speeds never before possible. 
Anyone can operate the recorder 
with a few minutes of instruction. 


pp feed! 


The Bell & Howell Reader is a 
marvel of simplicity for showing 
a clear, readable image —enlarged 
to the actual size of the original 
document, or larger—even when 
used in a brightly lighted room. 
While seated at the reader, the 
operator can rewind, focus, scan 
and load films quickly and easily. 
Photographic facsimiles, to actual 
size, can be made in a few minutes 
without the use of a darkroom. 


WHEREVER 78.8 2.8" Ss BUSINES 





Burroughs and Bell & Howell have joined forces to bring 
business the full advantages of a highly versatile, very 
economical business tool... 


It is microfilm, the logical successor to the vast bulk of 
paper documents, in transit and in storage, on which most 
businesses depend for the record of their transactions. 


Microfilming, as accomplished by modern Bell & Howell 
equipment and applied to business needs by trained Bur- 
roughs representatives, offers impressive benefits. It saves 
space—can be stored in 1/100 of the space required by 
original documents. It saves time—replaces labozious 
duplicating of records with split-second photography. It 
eliminates errors—is photographically accurate. 


Burroughs offices can now offer the most practical micro- 
filming assistance. Bell & Howell microfilm equipment, 
built to standards of precision and dependability that have 
made Bell & Howell the recognized leader in the field of 
photography, is advanced in design, simple in operation. 
Burroughs counsel and cooperation is founded on complete 
familiarity with business procedures, providing careful 
integration of microfilming into the over-all business 
system. And Burroughs worldwide service organization 
gives final assurance of continuing, continuous microfilm- 
ing satisfaction through efficient equipment maintenance 
and prompt film processing. 


Bell & Howell microfilm equipment is now distributed and 
serviced exclusively by Burroughs. Your Burroughs office 
will be glad to discuss the application of microfilm to your 
business needs. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 





/ Bell & Howell microfilm equipment 
e ° is based upon a new principle of re- 
cording, which doubles the efficiency 


Exposed spools of microfilm are and halves the cost of microfilm for 
quickly and efficiently developed many business purposes. 
at Burroughs processing centers 
and promptly returned for im- 
‘ mediate use. Large volume users 
q who prefer to develop their films 
on their own premises find the Bell 
_ & Howell Automatic Processor 
simple and easy to use. It’s fast, 
E too! In a few minutes, a roll of 
oad film is processed, dried and 
spooled, automatically. 


“«*«* Burroughs 

















_ egaaian PRICES are turning down 
a bit now for the first time in 10 
years. 

First signs of deflation in farm 
values, disclosed by official figures, 
follow a trend already apparent in 
residential property. 

In 16 States, value of farm land 
dropped 1 to 10 per cent in the four 
months ended in March. Hardest hit 
were Montana, Oregon, Washington, 
Idaho, Wyoming, Colorado, California 
and Texas. 

In other States, prices held their 
own, or climbed a little. 

For the country as a whole, farm 
land lost about 1 per cent in value from 
November 1 to March 1. 

Downturn gets started after a land 
boom that more than doubled the 
price of farm real estate since pre- 
war years. This boom exceeded that 
of the World War I period. 

Trend of farm values over the years 
is shown in detail in the Pictogram. 

From 1914 to 1920, farm-land prices 
rose 65 per cent. Then, in 1921 and 
1922, the bottom dropped out. Prices 
declined 18 per cent in those two years, 
and continued downward until 1933. 
By then, farm land was worth far less 
than in 1914. 

From 1939 to 1949, farm property 
jumped 109 per cent. The average 
farm today is worth more than at the 
peak of the boom after World War I. 

Trends now apparent suggest fur- 
ther decline. Farm income is off. Cost 
of running a farm stays high. Rental 
value of farms is slipping. Demands 
for farms at present prices is drying 
up. 

However, few expect the slide in 
farm-land prices to be anything like 
that of the early 1920s. Cushions under 
farm values should prevent another 
collapse of that kind. . 

Price supports by the Government 
insure the farmer against having to sell 
at panic prices. 

Farmers are well provided against 
deflation. They have more than $20,- 
000,000,000 salted away in cash and 
Government bonds. That’s nearly four 
times the total mortgage debt on farms. 
At $5,140,000,000, that debt is less than 
8 per cent of the current value of farms. 
Debt was 12.7 per cent of farm value in 
1920, and 20 per cent in 1939. 

All in all, the farmer is in much 
better shape to ride out a decline 
than he was 28 years ago. There 
should be relatively little distress sell- 
ing to drive land prices down this 
time. A sudden collapse in values is 
not in sight. 
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OVERLOADING 
ELECTRIC WIRES /7 





Plugging several electrical appliances into one outlet may not seem dangerous. But if the 


fuse blows and you replace it with an over-size fuse, you may overload the wires. And 
overloaded wires frequently cause fires. Use only 15 ampere fuses for house circuits. 
Call your electrician if you have frequent fuse trouble, 
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AETNA INSURANCE GROUP 


AETNA INSURANCE COMPANY + THE WORLD FIRE AND MARINE INSURANCE CO. 
PIEDMONT FIRE INSURANCE CO. ° STANDARD INSURANCE CO. OF N. Y. 
THE CENTURY INDEMNITY COMPANY 
HARTFORD, CONNECTICUT 
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FOUNDED IN 1819, the Aetna 
Insurance Company takes its name 
from the famous volcano, which 
“though surrounded by flame and 
smoke is itself never consumed.”’ From 
that day to this—through wars, con- 
flagrations and depressions—no 
policyholder has ever suffered loss 
because of failure of an Aetna Com- 
pany to meet its obligations. 
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FROM THE CAPITALS OF THE WORLD 


FRANKFURT....SHANGHAI....NEW DELHI....LONDON.... 





>> Birth of a powerful new nation on the continent of Europe, the West German 
state, due July 15, with or without Soviet approval, has this meaning: 

Big power, second only to Russia on the continent, is emerging only four 
years after crushing defeat. Population of 45,000,000, bigger than France's, is 
ambitious, highly skilled. Coal resources are richest in Europe. Steel capac- | 
ity, at 13,500,000 tons, is topped only by Russia's and Britain's. West German 
Ruhr was and can again become the industrial heart of Europe. German habit of 
dominating Europe--economically, if not militarily--is to have another chance. 

Speedy comeback is indicated. Year from now, the way things are going, 
hard-coal output will be 125,000,000 tons a year; steel production,.10,000,000 
tons a year; exports, $1,000,000,000 a year; living standards, at 1936 levels. 




















>> For Americans, for Britons, for all businessmen, this means: 

More competition inside U.S. from German cameras, machines, toys, many 
other items; more competition for British autos, machinery, textiles in world 
markets; more competition for both U.S. and Britain in Latin America; more compe- 
tition for U.S. grain and cotton in Germany as Germans win more freedom of choice. 

Less control over West. Germany by U.S., Britain, France, at the same time, 
is to follow replacement of military government by small civilian staff. 

Return of Ruhr to German hands, sooner or later, is to be expected. Old 
managers of Ruhr are already back on the job in many cases. It's doubted that 
Allied control, still on paper, can ever really run the complicated Ruhr. 

Socialization of industry is not in the cards. U.S., France are opposed. 
So is new constitution, which in effect gives German conservatives a veto. 























>> Cost to U.S. of West Germany, however, is to continue for a while. 

U.S. subsidy, now $1,000,000,000 a year, runs through 1951 at least. 

End of reparations means U.S. can expect no repayment by that route. 

U.S. outlay for occupying Germany, for getting West Germans back on their 
feet, is to exceed $5,000,000,000 for the postwar period, 1945-51. 

That's on top of $200,000,000,000 the U.S. Spent to conquer Germany. 

Add to that $41,000,000,000 the U.S. Spent in and after World War I. 

All told, U.S. bill for conquering Germany twice is near $246,000,000,000. 

U.S. hope is that investment of $205,000,000,000 in 1941-51 will turn out 
more profitably than investment of $41,000,000,000 in and after World War I. 

















>> Immediate question is whether West German state can survive two dangers. 
One danger is that West Germany will founder in political quarrels over 


issue of states' rights. Present compromise, forced by U.S., may not stick. 
(over) 
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Another danger is that Russia, by lifting Berlin blockade, by promising a 
unified Germany free of troops, with no more reparations, may upset things. 
These are hazards to watch. Chances are West Germany can survive them. 





>> In China, the United States and Great Britain are suffering blows to their 

prestige, loss of face, that all Orientals will remember for many years. 

Attack on British ships, on British sea power, is one blow. 

Invasion of U.S. Ambass-dor's privacy in Nanking is another rap. 

Outlawing by Communists’ advance agents in Shanghai of U.S. dollar, forbid- 
ding its use, declaring it worthless, is another blow, even if temporary. 

Abandonment by U.S. Navy of No. 1 mooring off Shanghai means still another 
drop in U.S. prestige. Traditionally, this mooring, used for many years by 
British, Japanese or U.S. naval vessels, is to Chinese a symbol of foreign power. 

In Western eyes, all of these incidents, except for the attack on British 
ships, seem trivial. Throughout the Far East, though, they have deep meaning. 





>> People in such places as Shanghai, Hong Kong, Tokyo see it this way: 
U.S. is running away. President Truman, to be sure, says not. But Asiat- 
ics, seeing U.S. officials and ships pull up anchor, think Mr. Truman is wrong. 
U.S. is weak. That's the natural conclusion. Else why run? 
Communist advance, with U.S. on the run, is that much easier. Most people 
in Asia expect it, are waiting for sign that U.S. will do something to stop it. 
As it is, Communists in Southeast Asia, even Japan, see a clear road ahead. 











>> British Empire isn't folding up, isn't going out of business after all. 
Fear of British for months thas been that India would pull out of British. 
Commonwealth. If India went, Pakistan was expected to follow, then South Africa. 
With Ireland and Burma already outside, only Canada, Australia, New Zealand, 
Ceylon, Britain and her colonies would be left. There would then be big gaps in 
British defense and trade, little hope of remaining a great power. 
But India's decision to stay in the Commonwealth has saved the day. The 
Commonwealth, with a few minor changes here and there, still stands. 








>> India's reasons for staying tied to London are practical, not sentimental. 
Defense against Russia, against Communists, is for Premier Nehru of India a 
powerful reason for staying on good terms with Commonwealth. Britain's Navy, 
Air Force, technicians may be important. Australia, New Zealand can help, too. 
Britain's debt to India, sterling balance still above $4,000,000,000, is 
another reason. India has to trade with England to get her money back. 
Tariff advantage, imperial preference, is also of some importance. 








>> In view of India's attitude, in view of Communist advances..... 
Pacific Pact, or something as effective, iS now more likely. Informal de- 
fense planning involving U.S., if not formal treaty, is to be expected. 
Mediterranean Pact, though, is getting little encouragement. Arabs are 
cool to idea, if Israel is included. Political complications look forbidding. 
U.S., British attention is returning to Spain as major cog in Mediterranean 
as well as European defense. Quiet campaign is now under way to get Spain into 
United Nations, by degrees. Eventually, idea is to get Spain in Atlantic Pact. 
Spain is a hot subject, however. Diplomats are procéeding with caution. 
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Life Around the World 
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You soon can gamble your pesos away 
while waiting for a plane in Argentina 


EZEIZA, ARGENTINA 
RGENTINES NOW ARE CLAIMING the 
A world’s largest airport. President 
Juan D. Perén will open the new field for 
international use in a month or two. Lo- 
cated here in suburban Ezeiza, 18 miles 
from Buenos Aires, the airport is expected 
to accommodate planes from the U.S., 
Britain, France, Spain, Italy and Scandi- 
navia, as well as from Brazil and Chile. 
The field is known as Pistarini Airport, 
after the minister of public works, an 
Army general and friend of the President. 
Carved out of 30 square miles of pampas, 
the airport is only half an hour's drive 
from Buenos Aires—or will be as soon as 
the new express highway to the capital 
is finished. This is a six-lane superhigh- 
way, permitting speeds of 75 miles an 
hour, and rivals the Pennsylvania Turn- 
pike in design, though not in length. 
Planning for the airport began in 1935, 
but work didn’t start until 1944. The field, 
radial in design, is to cost the Govern- 
ment $70,000,000. At first, there will be 
six runways. Eventually, there are to be 


12. They start from a central circle which . 


in itself is more than a mile in diameter. 
Inside the circle are the main buildings. 
From these a spoke-like network of cov- 
ered passageways, with observation 
decks atop, extends to the runways. 

The cement runways are designed to 
handle the biggest planes now flying or 
in prospect. Runways are paved up to 
9,200 feet in length and 200 feet in 
width, with 325 extra feet of hard-packed 
shoulders on each side. If necessary, the 
runways can be extended. As it is, they 
are built to take planes weighing up to 
160 tons. Underground, tanks are being 
installed to hold 1,000,000 gallons of 
gasoline. 

The airport is the hub of a new boom 
town. Housing projects—including one 
called Evita City, after Mrs. Perén—are 
to take care of 12,000 persons. A summer 
playground, now in use, has four of the 
“biggest swimming pools in the world,” 
each measuring 1,312 by 328 feet. A 
planting of 2,000,000 trees provides a 
green belt in and around the town. 

In addition, Pistarini Airport will 
doubtless be the only one in the world 
having a gambling casino. While waiting 
for planes, passengers can try their luck 
at roulette. Their losses, at the casino, will 
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be the Government’s gain, to help finance 
the airport and Mr. Perén’s social-welfare 
fund. 

Only question is whether the new air- 
port, big as it is, will be able to handle 
the gambling traffic. B.S. R. 


Barrage of ads 
assails Muscovites 


MOSCOW 

HERE HAS BEEN a notable increase in 

advertising here lately. 

At the Sratenka Gate, a neon sign list- 
ing benefits to be gained by investing in 
the 3 per cent Government loan faces an- 
other exhorting people to eat more caviar. 
Not far away, a sign erected by the Mi- 
koyan Meat Combine advertises its pre- 
pared dishes “ready for the grill.” Kiosks 
in the subways sell tickets for Moscow’s 
theaters and billboards advertise new 
movies, though only a short while ago 
theaters and movies needed no advertis- 
ing to fill their houses. 

Probably the most consistent advertis- 
ers are the state food trust and the state 
insurance company. Food merchants, 
anxious to increase sales in order to ex- 
ceed the quotas set for them under the 
Five-Year Plan, use the newspapers, bill- 
boards, street kiosks and radio to extol 
the virtues of Moscow bread, or adding 
ice cream to the diet, regular use of vita- 
mins, and sometimes to say a good word 
for champagne. The insurance company 
advises Muscovites to insure their ve- 





hicles and other property against damage 
by fire. 

Much of the state advertising is con- 
cerned with the forming of new habits. 
The tobacco trust asks people to smoke 
ordinary cigarettes in preference to the 
long-filter papirosi. Housewives are urged 
to save labor by buying prepared food. 
Farmers are advised to insure their cattle 
against injury. Travelers are invited to be- 
come air conscious and use the Soviet 
air lines. 

But it is for labor that the advertising 
is keenest. The Ministry of Fisheries, for 
instance, has been trying to get men to 
sign up for jobs in the Black Sea and the 
Baltic. Big construction trusts are always 
on the lookout for skilled labor for the de- 
velopment of sites in the Far East. Indi- 
vidual firms, like the Stalin Auto Works, 
are currently advertising for all grades of 
mechanics. When a vacancy is outside 
Moscow, the advertiser usually makes a 
point of guaranteeing living accommoda- 
tions. 

The Moscow radio, which now carries 
some of this advertising load, sells time on 
three brief daily programs in which a 
male and female voice alternately reel off 
the addresses of stores where various 
kinds of merchandise are on sale. 

Among newspapers, The Evening Mos- 
cow carries most advertising. It often de- 
votes one page out of its four to ads. But 
since divorce announcements usually take 
a large share of the paper's space, ad- 
vertisers resort to other media, notably 
the street kiosks. These are nonprofit 
enterprises that serve the purpose of 
classified advertising for everybody. The 
kiosk notices, revealing a more intimate 
side of life in Moscow, let the world know 
that someone has an encyclopedia to 
swap for an icebox, or a two-room apart- 
ment in Moscow to exchange for a three- 
room one in Tashkent. A. R. P. 
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Admiral Kirk, Tactful Expert in Landing on Hostile Shores, 
Takes Over Top Diplomatic Post Behind Russia’s Iron Curtain 


> Admiral Alan G. Kirk, a slight, dap- 
per veteran of the Navy, is taking over a 
strategic sector in the fading conflict with 
Russia. Admiral Kirk has been named 
Ambassador to Moscow. In the past it has 
been a job of inactivity and often futility. 
But the post again is assuming world- 
wide importance as Russian-American 
relations move into a new talking phase, 
in the direction of peace. 

As this new phase develops, the Ad- 
mira! will take part in a fateful series of 
negotiations, in careful, delicate bargain- 
ing. He will be one of the few direct 
points of contact between the Soviet 
Government and the United States. His 
name probably will be in the headlines 
many times. 

Admiral Kirk is one of a new team that 
is taking over foreign-policy making at 
its top level. Dean G. Acheson has suc- 
ceeded General of the Army George C. 
Marshall as Secretary of State. The Ad- 
miral follows Lieut. Gen. Walter Bedell 
Smith. The “cold war” phase developed 
under General Marshall and General 
Smith. The new team has a new phase 
with which to deal. 

Altogether it makes Admiral Kirk a 
man whose capabilities, qualifications and 
previous career should be better known 
by a general public that has heard little 
of him in the past, and soon may be 
asking just who he is. 

Sea fighter. Admiral Kirk is a much- 
decorated naval officer with an outstand- 
ing war record. His service career has 
been interspersed with assignments of a 
diplomatic nature, and, since retiring in 
1946, he has been Ambassador to Bel- 
gium and Minister to Luxembourg. He 
took a notable part in the discussions 
that brought those nations into the North 
Atlantic Alliance. 

The Admiral is considered a man of 
much personal charm, of wit and easy 
geniality. Normally, he is unexcitable and 
unworried. Navy men co.sider that he 
has demonstrated tact and_ patience. 
These obviously are qualities that would 
be helpful in any human contact. 

These same qualities, of course, may 
be lost upon the grim, purposeful men of 
the Kremlin. The latter, however, usually 
are impressed by men of solid accom- 
plishment and high military rank. Since 
this is so, the State Department thought 
the job might be better filled by such a 
military man as the Admiral than by one 
of the career diplomats who have special- 
ized in Russian affairs. 

In Moscow, as the talks develop, Ad- 
miral Kirk undoubtedly will be in fre- 
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quent contact with the head men of the 
Soviet Government. An Ambassador in 
a sense is an errand boy for his Govern- 
ment. He delivers notes and other com- 
munications. But he also often discusses 
them in informal, give-and-take conversa- 
tions. He must be ready to interpret the 
U.S. viewpoint to the Russians, and the 
Russian viewpoint to Washington. 

Cold-war diplomat. Otherwise, Ad- 
miral Kirk’s activities will be very much 
circumscribed, especially by comparison 
with those of diplomats in other capitals. 
He will find that he is shut off from the 
Russians themselves, except for official 
meetings. There is little or none of the 
continuous hobnobbing with government 
officials such as Ambassador Lewis W. 
Douglas has known in London. There 
are occasional social functions, but these 
offer only a limited opportunity to culti- 
vate personal associations. 

Hence, opportunities to gather infor- 
mation to be sent on to Washington also 
are limited. Information usually consists 
principally of what the Russians choose 
to print in their newspapers. With the 
help of his staff, once having gotten “the 
feel of things,” the Ambassador to Mos- 
cow usually becomes adept at reading be- 
tween the lines and fitting individual de- 
velopments into a general pattern. 

The Admiral will find himself thrown 
much with his colleagues of the diplo- 
matic corps. These are everyday contacts 
which run on into evenings of sociability 
and discussion. There is a constant ex- 
change of information among the diplo- 
mats of the Western nations, and thorough 
discussion leads to well-considered inter- 
pretations. 

Opportunities for travel in Russia are 
being broadened. For years past the Am- 
bassador has been pretty much confined 
to Moscow. But now, if he likes, he may 
journey to Stalingrad, into the Caucasus, 
the Ukraine and parts of Siberia. Three 
fourths of the industrial area surrounding 
Moscow remains out of bounds, however. 

Such has been the life of the U. S. dip- 
lomat in Moscow throughout the cold- 
war phase. Nevertheless, it always is 
considered of the highest importance to 
maintain an Ambassador there, no matter 
how futile his activities might seem. For 
one thing, anyone less than Ambassador 
finds it impossible to see Premier Joseph 
Stalin and difficult even to arrange a 
meeting with the Foreign Minister. But 


* an Ambassador may not be refused. 


Comfort in Moscow. Admiral Kirk 
will live in a personal comfort that is a 
rarity in Moscow. Spasso House, the 


Embassy, is considered the best diplo- 
matic residence in the city. It originally 
was the mansion of a Russian merchant, 
and was leased by the U. S. Government 
when diplomatic relations with Russia 
were resumed in 1933. 

Spasso House is a spacious palace sur- 
rounded by spacious gardens. There is a 
ballroom (sometimes used for playing 
badminton in the winter), a smaller ball- 
room, a state dining room and a family 
dining room, a comfortable family living 
room and eight bedrooms with five baths. 

Most of the Ambassador’s food will be 
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bought at a U. S. commissary maintained 
for the Moscow diplomatic staff and 
stocked with staples. Fresh meats and 
vegetables, however, must come from the 
Moscow markets at highly inflated prices 
—$3.50 a pound, for example, for medi- 
um-quality beef. His salary is $25,000. 

The Embassy staff lives and works at 
the chancery, a mile and a half distant. In 
the chancery building are 30 apartments. 
The building itself was new in 1934, and 
was intended to house Russian intellec- 
tuals. Former Ambassador William C. 
Bullitt succeeded, however, in diverting 
it to its present use. 

In the Navy, Admiral Kirk was known 
as an officer who believed in close associ- 
ation and consultation with his subordi- 
nates, an attitude that is expected to 
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extend to his Moscow staft. The staff con- 
— sists of experts on Russia on whom he 
must rely as: he accustoms himself to the 
new job. As Ambassador to Belgium, he 
has, of course, been kept apprised of all 
developments. But there still are details 
to be learned and the important “feel of 
things” to be acquired. 

Navy man. The Admiral, at 60, is 











iplo- small, trim and athletic, with a freckled 

rally face and an almost jaunty manner. He 

lant, reads voluminously, and, in particular, 

nent he likes poetry. He also collects old silver 

Assia and old naval prints. 

After a Philadelphia boyhood, he was 

sur- graduated from the Naval Academy in 

is a 1909. There foHowed a full round of the 

ying naval officer’s duties. He was in China 

all during the Sun Yat-sen revolution. Dur- 

nily ing World War I, he was kept in the 

ving United States testing ordnance equip- 

ths, ment. In 1919 and 1920, he was a White “a * 

| be House naval aide, and executive officer wi \ (fe 
of the presidential yacht, the Mayflower. oe ~* I : 
He went on to the Bureau of Ordnance, ADMIRAL KIRK‘S CAREER: AFTER AN OUTSTANDING WAR RECORD... 


sea duty and the Naval War College in 
Newport, R. I. 

When World War II began in Septem- 
ber, 1939, the Admiral was naval attache 
at-London. There he gathered informa- 
tion on magnetic mines and other equip- 
ment that the Navy wanted. He also 
conducted an investigation of the sinking 
of the Athenia, in the first days of the 
war, and established the fact that a Ger- 
man submarine had torpedoed the vessel. 

Back in the U.S., Admiral Kirk was 
director of Naval Intelligence for seven 
months in 1941. He left that job in Octo- 
ber, and narrowly escaped a large share 
of blame for the attack on Pearl Harbor. 
Some persons, in fact, did blame him in 
part, but no action was taken against him. 

Admiral Kirk went on to several big 
jobs in Europe. He was in command of Sar eaiuabaimeinan 
a aassil dome of the landings in both ... HE WAS SWORN IN AS ENVOY TO BELGIUM IN 1946... 
Sicily and Normandy, and was decorated 
for both feats. At Sicily, he initiated the 
practice of battle-progress reports by 
loudspeaker, so that men below decks 
might know what was going on. He also 
was especially commended for handling 
the Sicilian landing without the loss of a 








es ship and with a minimum of casualties. 

x After. the Normandy invasion, he be- 

* came Commander of U.S. Naval Forces 

‘a in France, and chief naval lieutenant of 

i. General of the Army Dwight D. Eisen- 

0. hower, commanding general of the Allied 

at Forces in the European theater. 

* The war over, Admiral Kirk retired, in 

; 1946, at the unusually early age of 57, to 

d give, he said, younger men a chance. He ‘ toa 1% ; . is 
‘ was retired with the t grade of “es ei i! Af pete 
* permanent grade o ; oni. wet ditt t 

‘ admiral. eal dif! 7 (lig HH 
a Moscow. Now, he goes on from Bel- Same 

= gium to Moscow at a momentous time, at er ae 

ai a time when world affairs are taking a 

'S turn for the better. Admiral Kirk’s friends , . 

i believe him well equipped for the deli- ssitianiias So 
“ cate task that lies ahead of him, as the AHEAD: LIFE IN SPASSO HOUSE AS AMBASSADOR TO MOSCOW 
cold war changes to an uneasy truce. Events have made him well equipped for a delicate task 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 


(These two pages present each week the opinion of The Editor. The 
other members of the staff, who report, interpret, and forecast nati, 





HOW TO LOSE A WAR 


By DAVID LAWRENCE 


Wars are won or lost at the planning stage—in the 
years that precede the actual combat. 

Hermann Goering insisted on unification of all 
armed services in Germany and on domination of 
the whole military establishment by his Air Force. 
To the cries of the German Navy for a fleet and for 
better submarines, He turned a deaf ear. 

It was the failure to get control of the seas which 
defeated Germany. For otherwise the fuel and the 
supplies needed to support America’s huge expedi- 
tionary forces could not have been safely transported 
across the ocean. 

It was the inability, in particular, of German sea- 
power to cross the English Channel which saved Brit- 
ain from invasion in 1940. 

In the Pacific, it was Japanese carrier aviation that 
swept down through the Philippines and on to Singa- 
pore almost unresisted. 

Naval carriers swept down on Pearl Harbor. 

Japanese naval aviation had full control for nearly 
two years thereafter, and the American flag came 
down in many outposts in a series of heartrending de- 
feats. 

It-was not until naval aviation was built up that the 
American Navy won back the whole Pacific and car- 
ried the fight to the shores of Japan itself. It was a 
costly campaign—thousands of American boys were 
sacrificed because of a blunder in our naval policy in 
the ’20’s and early ’30’s. 

Without bases at Guam and Saipan and Iwo Jima 
and Okinawa—taken primarily by U.S. Navy carriers 
and the Marines—the big land-based bombers of the 
Army Air Force could not have dropped a bomb on 
Hiroshima. 

Britain’s lesson: Great Britain likewise suffered 
because she neglected carrier aviation. Thinking only 
in terms of land defense, the British gave the Royal 
Air Force complete command of air power, and it 
didn’t develop naval aviation. As a result, serious 
losses were incurred. The Royal Air Force had no 
training in operations above the seas against naval 
vessels. It had no effective training in anti-submarine 
warfare. It allowed the two German battleships. 


Gneisenau and Scharnhorst, to steal through the Eng- 
lish Channel at a critical moment because the Royal 
Air Force was not trained to ward off such operations. 

The British Government finally admitted neglect 
and gave its Navy the air arm it had clamored for. 
The British Navy then had to go to school in the Pa- 
cific. In 1945 its first carrier task force was made a 
part of our carrier fleet. Only during wartime could 
the British naval arm learn what had been neglected 
before 1939. This was too late. 

Scuttling the carrier Navy: Today history is re- 
peating itself. Advocates of a concentration of effort 
on only one method of warfare are in the ascendancy 
in Washington as they were in Berlin, London and 
Tokyo before 1939. 

The naval arm of the United States is in peril. So 
also is amphibious warfare as developed and perfected 
by our Marine Corps. 

One of the greatest military organizations of all 
times—the carrier Navy and the Marines of the Unit- 
ed States—is in danger of disruption. 

The process is a simple one. Control of funds 
means control of what weapons shall be developed. 

Without consulting the Chief of Naval Operations 
and without giving the Secretary of Navy the hearing 
he pleaded for, the Secretary of Defense, Louis John- 
son—acting with the approval of President Truman 
—cancelled the construction funds of the Navy for its 
new carrier. Previously Mr. Truman had twice au- 
thorized the building of the new carrier, and so had 
Congress on two occasions. 

In public protest, John L. Sullivan, Secretary of 
the Navy, resigned last week. It was a courageous act, 
comparable to the valor of Winston Churchill and 
Anthony Eden in their protests against wrong policy 
in Britain. 

A carrier Navy is the only kind of Navy needed 
today. It’s naval air, plus submarines for offense and 
defense, that makes a Navy. The carrier, of course, 
does not proceed alone. It is part of a task force pro- 
tected by other warships with anti-aircraft batteries 
and radar to detect the approach of enemy planes and 
submarines. 
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+s of U.S. News & World Report are written in their entirety by the 
jinternational news irrespective of the editorial views expressed here.) 


“1 wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 








Strategy of war can be settled by all three armed services, but each should 
develop its own weapons to fit its assigned missions—Naval aviation 


proved its value in World War ll—The functions of a carrier Navy. 


A carrier Navy gives us mobile bases, thus making 
itunnecessary for America to be at the mercy always 
of European politicians. It is inexpensive insurance 
against the possibility that land bases might sudden- 
ly be wrested from present control by Communist 
infiltration into European governments before a war 
begins. 

A carrier Navy can furnish bases in any of the 
seven oceans where wars are fought in modern times. 
We will need such mobile bases in the next war, par- 
ticularly for use in the Indian Ocean and in and 
around the Persian Gulf and in the Mediterranean to 
protect our bases in North Africa. 

A carrier Navy was never intended to do the job 
of strategic bombing. This was well done by the Army 
Air Corps in the last war. Strategic bombing should 
be the primary function of the Air Force. That is what 
the Key West agreement said. But it also said that 
there was no reason why the Air Force should not 
be given assistance from the naval arm and that this 
would be an important part of our operations. 

A carrier Navy hunts down submarines and pro- 
tects the supply line of a land-based Air Force. 

A carrier Navy bombs shore installations where sub- 
marines are concentrated and drops mines in narrow 
straits and passages inland through which submarines 
must pass on their way to the seas. 

Mine operations are a technical business in which 
the Navy has spent long years of experimentation. 


Fight over 100 feet: The new carrier was to have 
been only 100 feet longer and 30 feet wider than car- 
tiers now in the fleet. Yet this change in dimensions 
meant that our naval aviators could go 1,700 miles 
and come back to the same ships, instead of going out 
only 900 miles. This added range meant not only in- 
creased efficiency in dropping mines but it also meant 
protection for the carrier fleet against the land-based 
aviation of the enemy. 

The new carrier called for a kind of cdnstruction 
which would make it unsinkable. Security regulations 
prevent disclosure of details, but it can be stated pos- 
ively that no submarine operation known today 
could sink the new carrier. It would carry its own pro- 


tection against air attack, too. It should be remem- 
bered that no big or fast carrier of the U.S. Navy 
was sunk from the air or by submarine in the last war. 

The cost of the new carrier is relatively small—the 
equivalent of the cost of two battleships at 1944 
prices. The upkeep expense would be no more than 
that of any other large ship. The carrier planes them- 
selves would have cost lots of money, but the Navy 
was willing to sacrifice other parts of its program to 
build its new carrier. 

Weakening our defense: This, hoWever, isn’t the 
real point. It isn’t merely the desire of the Navy to 
build a particular type of ship that is the heart of the 
controversy. The basic principle at issue is whether 
the Navy can run the Navy and the Air Force 
can run the Air Force and the Army can run the 
Army. 

Today the veto of what one service shall do is held 
by the other two services in the Joint Chiefs of Staff. 
This is a grave mistake. 

The first principle looking toward a sensible solu- 
tion of all this is to insist that the strategy of the war 
be decided by the three armed services in collabora- 
tion in the future as has been the case in the past. 
This really has been accomplished already by the 
unanimous agreement reached at Key West last year 
by the Joint Chiefs of Staff. In that agreement mis- 
sions were specifically outlined and everybody agreed 
as to their meaning. Now that agreement has been 
torn to shreds. 

The next principle is to permit each service to be 
the judge of what tools it needs to carry out its mis- 
sions. 

Once a lump-sum budget for each service is ap- 
proved by the President, the Secretary of Defense 
and the Director of the Budget, the technicians of 
each service should decide for themselves how to use 
to best advantage the money allotted. 

To allow the Secretary of Defense to decide tech- 
nical issues of armament could weaken America’s de- 
fense. One-man decisions have weakened the arms 
programs of other countries in the past. It has al- 
ready done so for America. It’s the way to lose a war. 
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Special Report 


Bumper crops, coming up, are 
going to put the U.S. Govern- 
ment into the farming business, 
bigger than ever. 

Dollars paid out for milk, eggs, 
pork, corn, wheat, other farm 
products are to run into billions 
under any program. 

Too much food is ahead. Stor- 
age space to tuck away big sur- 
pluses is just one of the many 
problems closing in. 

New farm program or no new farm 
program, it still is going to take a 
great deal of money in the months 
ahead to carry out promises already 
made by Government to farmers. 
Money involved is to run into the 
billions and the outlay may leave the 
country with a farm problem bigger 
than ever. 

A bumper wheat crop will begin to be 
harvested in a few weeks. Dollars in 
large volume are to be required to assure 
farmers a price for that wheat equal to 
90 per cent of “parity.” In the South, 
farmers are planting a greatly increased 


extensive research on a problem of oy.” 


standing importance in National Affairs) 


FARM-SURPLUS FEAR IS RISING 


Price Support This Year Could Cost Billions | 


acreage of cotton. Hundreds of millions 
of dollars will be needed to hold up 
cotton prices to fulfill guarantees made. 

Milk and butter prices are beginning 
to require support under existing law. 
Costs again will be counted in millions 
of dollars. Farmers are going in for hog 
production on an expanded scale. Right 
now, Government is getting set to move 
in to support the price of hogs. Egg prices 
already are getting supported. Potatoes 
are having to be supported in price at 
great cost. Chickens and turkeys come 
later. In addition, other millions prob- 
ably are to be loaned to farmers for 
building or buying new storage facilities 
to handle surpluses now in view 

The accompanying chart shows how 
the money involved in supporting farm 
prices has skyrocketed in recent years. 
Even before the 1949 problem is faced, 
Government has $1,715,000,000 tied up 
in price-support loans. In addition, it 
holds $308,000,000 in inventories of 
commodities and is committed to buy an 
additional $410,000,000 worth of prod- 
ucts if farmers request it. A conservative 
estimate is that, in the year ahead, at 
least $3,500,000,000 will be tied up in 
loans to farmers assuring a guaranteed 
price for the products they have to sell. 

Problem ahead is what to do to 
protect the farmer from the effects of an 








output of farm products greater than the 
market can absorb at what is regarded 
as a fair level of prices. 

Solution No. 1—the solution offered 
by present law—is to make loans to the 
farmer at the support, or “fair price,” 
level. Then, if the price goes down, Goy- 
ernment gets the commodity and the | 
farmer keeps his loan money. Or, if the 
price goes up, the farmer can sell at the 
higher price, pay off the loan and pocket 
the difference. The farmer who doesn’t 
need an immediate loan can get Govem- 
ment’s promise to buy his commodity at 
some future date. 

Solution No. 2, now being offered by 
Secretary of Agriculture Charles F. Bran- 
nan, is to let prices go down, if that is 
what market forces decree. Then, when 
the farmer sells at the market price, 
Government gives him a check for the 
difference between the average market 
price and the price required to give the 
farmer what is considered a fair income, 
This idea might mean cheaper food and 
fiber for city people. But then the differ- 
ence would be made up by the taxpayer— 
in large part, the taxpayer with high 
income. Actually, part of the food bill 
would be paid as a tax, not a price. For ] 
some major crops, Mr. Brannan would 
keep the present method of loans and di- 
rect Government purchases. 


























Source: Agriculture Dept. through 1949 
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' During 1949 and into 1950, at least, 
farmers and the Government are to oper- 
ate under Solution No. 1. What this 
‘means, in the way of problems and costs, 
js indicated by a look at the situation 
That is in the making: 
" Wheat provides a good example. A 
wheat crop, winter and spring, that may 
‘exceed 1,300,000,000 bushels if weather 
remains good, will soon be starting to 
fmarket. By the time it is harvested and 
marketed, Government is likely to have 
nearly $1,000,000,000 tied up in price- 
supporting loans on wheat alone. 
| Wheat storage, too, is to be a major 
problem. At this time, Congress is in the 
pcess of approving a bill that will per- 
it the Commodity Credit Corp. to fi- 
mance additional storage facilities for as 
much as 200,000,000 bushels of grain. Indian Motorcycle Company builds 
he plan is to lend the farmer money | more power into every pound of 
which to buy storage bins and then its new, light cycles, the Arrow and 


Yo pay him for storing grain under loan. Scout. To transmit power efficiently 
called for anti-friction bearings. 


© Corn is another problem. If weather ; : re 
good, the prospect is that Government =a nee rig neti _— 
ll have to make loans on 1,000,000,- ee ee 
}0 bushels of the corn crop to be har- 
vested this autumn. Those loans may 
mount to $1,500,000,000. Unsolved is 
he problem of what to do with the sur- 
corn that will end up in Government 
ands. And, at that point, officials will be 
iced with a decision of what to do about 
anting in 1950—whether to try to con- 
fol the acreage planted to corn and to 
mit amounts that each farmer can sell. 
| As in wheat, the Government is being 
orced back toward. crop controls. 
| Cotton may be even more of a prob- 
em. At the end of this crop year, as 
nany as 6,000,000 bales of cotton will be 
eft over. And farmers now are planting . 3 
much larger acreage to cotton than last In the transmission, Needle Bearings Doesn‘t take up much space, does it? 
ear. If weather is good, 6,000,000 bales keep design simple, weight to a mini- Based on capacity, Needle Bearings 
br more could be added to surplus. Price- mum. They retain lubricant, keep all are lightest of all anti-friction ty pes. 
elements rolling on a film of oil for All those rollers handle tremendous 
pport loans of $750,000,000 or more long service life. 22 Needle Bearings loads — just what Indian needs to take 
hen could be added to loans already out- in the Arrow and 24 in the Scout will the jars of the road in this rear wheel 
: we on other ——— -_ last the life of the machines. hub. 
gain, Government would face the prob- 
em of controlling later crops. 
Hogs offer a different kind of prob- 


Needle Bearings are matchless for turning out more power per 


em. There is a commitment by Congress pound. Small diameter rollers take up little space . .. roll the 


fo support the price of hogs at 90 per 
Sent 4 parity. nel es ran lay ‘a load effortlessly. .. provide tremendous radial capacity... spread 
bumper hog crop ready for market in the a fine film of oil to cushion wear. 


tutumn. Hogs must be marketed when Would a better power-weight ratio give your product an edge 


matured if the farmer is to get a maxi- Es ; 
mum return. And, after marketing, the on competition? Let our engineers help adapt Needle Bearings 


pork and fat products must go rather to your product. Write us today. 
‘quickly into consumption. The products a 7 ; ; 
cannot be stored indefinitely. : : uy 
This .means additional problems _ if THE TORRINGTON COMPANY 
‘Government has to buy $75,000,000 to = : Torrington,Conn. * South Bend 21, Ind. 
$100,000,000 worth of pork this year in 
supporting hog prices under the present 
‘program. It means, for example, that, 


unless heavy exports of pork can be 

achieved through loans to other coun- TeeRi NGTO NEED F EARI®. 
tries, the U. S. taxpayer may take a heavy 
loss on Government-owned surplus pork. 


Potatoes already offer an example of 
what can happen when Government has Needle + Spherical Roller + Tapered Roller -« 


District Offices and Distributors in Principal Cities 








Straight Roller + Ball + Needle Rollers 
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1927 in 1927, this Twin 
Disc equipped Keystone 
Model 4 Gas Boom Swing Ex- 
cavator with skimmer attach- 
ment was working on Mis- 
souri Highway 16, near Mars 
ionville, Mo. 


1 949 Keystone’s mod- 
ern Model 18-A, still Twin 
Disc equipped, can be found 
on many a job like the one 
being h dl d by the Sp ny 
Construction Co., Newark, 
N. J., shown below. 











The first Twin Disc Clutch to be used by the Keystone Driller 
Company, Beaver Falls, Pa., was installed in the days of horses and 
wagons in a Keystone Model 4 Gas Boom Swing Excavator equipped 
with a skimmer bucket. 
Today, Keystone’s current Diesel-powered Model 18-A Full 
Revolving Hoe... successor to the Model 4... also uses Twin Disc 
Clutches for power transmission. 
There are many leading manufacturers of heavy-duty machinery, 
who, like Keystone, have standardized on Twin Disc Clutches 
and Hydraulic Drives for more than two decades. Twin Disc CLutcH 
Company, Racine, Wisconsin (Hydraulic Division, Rockford, Illinois). 


Power Take-off 
Machine Tool 


Clutch 


Twili(pise 


CLUTCHES AND/HYDRAULIC DRIVES 
a Ms, 


JUDGE TWIN DISC BY THE COMPANIES [tT KEEPS 
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Special Report 


to buy perishable commodities to sypJ 
port prices. In this marketing year, Goyay 
ernment is spending $225,000,000 tg: 
prop up the price of last year’s potato™ 
crop, despite the lowering of the supports 
level on this year’s crop from 90 pep 
cent to 60 per cent of parity. Sine 

potatoes cannot be stored long, canno 

be exported on a practical basis, much 
of that expense represents a direct loss 
to the taxpayer. 

Eggs are another problem “his year, | 
Government has bought 49,000,000" 
pounds of dried eggs—the equivalent of 9 
120,000,000 dozen. With the season's ™ 
peak for eggs already passed, this sup ¥ 
port problem is not to become acute § 
before next winter, when the Suppo 7 
level can drop to 60 per cent. But, um 
less controls are put on marketing, egg 4 
buying by Government will continue 4 
periodically. a 

Chickens may require price-propping 
action next summer, but the scale of 4 
operations probably will be relatively § 
small. On turkeys, Government may not 
have to spend any money at ail. Turkey © 
production is expected to be 25 per cent ¥ 
above last year’s very low level. Buty 
price supports may be dropped to as lows 
as 60 per cent of parity. 

Milk, butter, other dairy products alsa i 
are likely to provide problems that are) 
relatively small in terms of doilars. Gov-™ 
ernment is buying butter and powdered @ 
skim milk now. But amounts to be tied up 7 
in these this year are not likely to total | 
much more than $30,000,000. ¢ 

All in all, Government price-support — 
loans a year from. now could easily 
amount to $3,500,000,000 or more under 
the present program. In addition, Gov- ~ 
ernment will have to spend other hun- 
dreds of millions of dollars on outright 
purchases. The problem of vast com- 
modity surpluses, thus, is rapidly re- 
turning, to skyrocket the costs of price- 
support programs that for many years 
have been inexpensive. 

The downward trend of farm prices 
can be expected to encourage farmers to 
put more and more of their products 
under Government loans and purchase 
agreements. How far that may go is in- 
dicated by the fact that, even now, nearly 
two thirds of all cotton in public storage 
is under loan. And loans and purchase 
agreements cover most of the wheat and 
much of the corn now on hand. 

Whatever happens—whatever pro- 
gram is used—the expense to Government 
is to be tremendous. If the present pro- 
gram is continued, the cost may be-more 
than the taxpayer can stand, in the 
words of Secretary Brannan. But, in the 
opinion of some farm experts in Congress, 
the program offered by Mr. Brannan 
would be even more costly. Either way, 
the taxpayer will foot the bill. 
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PAY RAISES: SCARCER AND SMALLER 


Round 4 Demands Are Meeting Resistance 


Wage talks, now starting, will 
fing raises for some workers, 
» for others. Increases, where 
anted, are not to run as high 

s in previous postwar years. 
"Round 4 negotiations find 
ynions and employers much fur- 
apart than a year ago. This 
will mean strikes in some indus- 
ties, but an epidemic on the 

scale of 1946 is not indicated. 


_Fourth-round wage discussions in 
he country’s major industries are 
about to begin. Employers in many 
aes of business will be watching for 
@ pattern to emerge from these ne- 
Motiations, to see whether wages gen- 
gally are to keep going up, whether 
they will stay where they are, or 
Whether they will be cut. 
» Answers will come from settlements to 
be reached in the weeks immediately 
thead. Some of these settlements will 
bme soon, but many probably will not be 
meached before mid-July or later. Wage 
gotiations of 1949 already are showing 
ms of differing from others held since 


‘i 


NEW LABOR LEGISLATION . . . TWO SIDES TO THE STORY 


Spearheads of House drive for legislation that would retain 
most of the provisions in Taft-Hartley law: Representatives 
Joseph Martin, Charles Halleck and Samuel McConnell. 
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the war. Unions are slower to submit de- 
mands. Pay increases have been denied 
in a few industries. Some pay cuts are 
showing up. Increases being granted 
generally are ranging from 10 cents an 
hour downward. 

If there is to be a pattern of increases 
this year, it apparently is to be lower 
than those of the first three postwar 
rounds. These were 18% cents, 15 cents 
and 13 cents for big industries. There is 
less likelihood, however, that a pattern 
will be applied to big industries this 
time. Business conditions in a particular 
industry will have more bearing on the 
size of increases, and on whether in- 
creases are granted, than they did during 
the years when higher wages could be 
passed on to consumers in the form of 
higher prices. 

Strikes, as a result, may occur in 
scattered industries, although there is 
nothing to indicate that the country is in 
for a wave of big strikes such as occurred 
in 1946. Tension between unions and 
employers almost surely will be greater 
in 1949 than a year ago, with employers 
more determined to resist raises than they 
were in 1948. Some strikes are bound to 
result. As of now, a coal strike seems to 
be indicated, at least for part of U.S. 

Industry by industry, this is the 
way Round 4 appears to be shaping up: 


Coal is heading into one of the most 
crucial wage conferences in years, with 
the operators split on strategy. In the 
end, John L. Lewis is likely to win a 
shorter work week, without pay reduc- 
tion, and a higher royalty for his welfare 
fund, which now gets 20 cents a ton, The 
soft-coal contract expires June 30. 

Steel is scheduled to write a new wage 
agreement before July 16, A strike in 
coal mines of the steel companies might 
throw off this timetable, since steel firms 
then would be less inclined to worry 
about threats of a stoppage by CIO’s 
Steelworkers, The steel union will argue 
that the record first-quarter earnings just 
reported by steel companies show that 
the companies can afford a pay raise and 
welfare benefits. 

In autos, a wage showdown is due by 
July 15 when Ford Motor Co. agreement 
expires. Ford is selected as the union’s 
chief target, with the main emphasis to 
be placed on pensions and welfare de- 
mands, 

Electrical-equipment talks are sched- 
uled to open during the current month. 
CIO Electrical Workers Union is asking 
for an average increase in wages and 
other benefits amounting to $500 a year 
per employe. This would include wage 
increases, pensions and other demands. 
It would cost the industry about 24 cents 


—Acme photos a 


Leaders of the Administration fight to repeal the Taft-Hartley 
law and pass a revised Wagner Act: Representatives Augus- 
tine Kelley, Hugo Sims and John Lesinski. 
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an hour additional for every member of 
the union. 

Glass companies are trying to reach 
an agreement with the CIO union before 
their contracts expire May 15. A strike 
probably can be avoided. 

Shipping lines on the East Coast face 
a June 15 deadline on a new contract 
with CIO’s Maritime Union. A strike is 
unlikely. The union puts more emphasis 
on getting jobs on ships than on wages. 

Meat-packing plants are to be asked 
for pay increases, plus welfare benefits. 
Both AFL and CIO contracts expire 
August 15. 

Lumbering companies in the Pacific 
Northwest have held out for several 
weeks against wage increases asked by 
the CIO Woodworkers. The employers 
have contended they cannot afford raises 
because of competition from Southern 
timber operators. 

Rubber is being asked for a raise of 25 
cents an hour by CIO Rubber Workers. 
Contracts with several large firms now are 
open for negotiations. 

Metal mining may have trouble ne- 
gotiating new contracts this year. Zinc 
mines in some areas have been cutting 
wages where there are no union contracts. 
Cuts up to $2.25 a day are reported, due 
to falling zinc prices. One union mine 
closed down when the union refused to 
take an immediate wage cut. A number 
of contracts with CIO’s Mine, Mill and 
Smelter Workers expire June 30. This 
union may have to face pay cuts as an 
issue, instead of asking increases like 
unions in other industries. 

Settlements that are being made in 
regional negotiations or by individual 
firms generally are pointing to a lower 
pattern of wage increases this year. 

Building-trades unions in a number 
of cities have agreed to forego pay raises 
entirely for 1949. They fear that higher 
wages will discourage construction. 

Leather plants in New England are 
granting raises of 4% cents an hour to 
CIO Fur and Leather Workers.. The 
union asked for an 8-cent raise. 

Jewelry firms in New York have 
settled with AFL Jewelry Workers with- 
out any increase in wages. 

Paper mills in some cases are not 
granting raises. AFL Paperworkers voted 
to drop demands for a 15-cent raise 
against one firm with 11 branches. 

Chemical firms are reaching a variety 
of settlements. One firm gave a raise of 
3 cents after a strike by District 50 of 
United Mine Workers. Other firms grant- 
ed increases ranging from 4 to 10 cents. 

Farm-equipment wage negotiations 
were postponed indefinitely by the CIO 
Farm Equipment Workers and Interna- 
tional Harvester Co. in a renewal of pres- 
ent contracts until June 30, 1950. The 
agreements were to expire June 30 in 11 
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plants of the company. Either side can 
open the agreement at any time on 
wages. 

Food and beverage companies in 
several States have granted wage in- 
creases ranging from 5 to 15 cents an 
hour. No pattern has been fixed yet for 
these industries. 


BIGGER UNION ROLE 
IN PENSION PLANS 


New troubles for employers are likely 
to result from refusal of the Supreme 
Court to review a lower court ruling on 
pensions, The Court, in effect, holds that 
unions can force employers to bargain 


CLARENCE E. RANDALL 
. . - pension-plan complications 


on retirement plans, The action compli- 
cates existing pension plans and clears 
the way for unions to push demands for 
establishment of new social-security pro- 
grams, 

Existing plans may be endangered 
by the Court ruling. The test case, in- 
volving Inland Steel Co., concerned a re- 
tirement program established voluntarily 
by the company in 1936 and enlarged in 
1948. The union had nothing to do with 
the setting up of the program, but now 
Inland’s president, Clarence B. Randall, 
may be forced to negotiate with the 
union if it wants to propose changes. 
The Labor Board ruling that was up- 
held by the courts contains a requirement 
that officers of a union must sign non- 
Communist affidavits before they can 
force bargaining on pension plans. The 
non-Communist requirement has been ap- 
pealed to the Supreme Court by the 
union and has not yet been acted upon 
by the Court. 


Other companies with pension plangy 
in operation are confronted with a nume 
ber of complications in view of the Sue 
preme Court’s action. a 

Rival unions often are competing 
against one another in various plants of 
the same company. If one union proposes: 
that workers be allowed to retire at 657 
another may demand that the age be low.” 
ered to 60, One may oppose compulsory) 
retirement at a given age, while others 
may approve it. 

Uniform policy, desired by manage.” 
ment, will be less easy to obtain. Em 7 
ployers contend that uniformity is neces. = 
sary for proper financing of a program.) 

If a company bargains with a union® 
representing employes in one plant, and¥ 
accepts the proposals of that union ag} 
standard for the program as a whole} 
other unions in other plants may com % 
plain that they have been ignored. And” 
if the company bargains with each union” 
separately, the result may be a wide 
variation in retirement ages, size of” 
benefit payments and other features. 

The cost problem also is to be com 
plicated if unions can demand that exist- 
ing plans be revised. Billions of dollars = 
now tied up in trust funds were set up 
with certain definite payments in mind, 7 
but the cost estimates will be out of line? 
if unions force higher payments. It is) 
estimated that more than 3,000,000 
workers are covered by company retire- 4 
ment plans already in existence. 

Union-wide plans for pensions are 
another complicating factor, A company 
bargaining with several unions may find 
these unions insisting upon their own 
particular retirement programs. These 
plans often vary, and a union is not likely 
to agree to modifications in any single 
plant in order to conform to the existing 
company program, 

New programs that may be set up 
in answer to union demands now will be 
subject to the threat of annual revisions. 
The decision appears to be broad enough 
to cover social-security demands other 
than pensions, such as health insurance. 
The Supreme Court’s action comes at a 
time when several big unions are prepar- 
ing to negotiate on such issues, and thus 
it gives added importance to their de- 
mands, 





> Printers’ strikes no longer are effec- 
tive in closing down newspapers. A pub- 
lishers’ survey shows that the AFL Typo- 
graphical Union was on strike against 51 
newspapers as of March 31, but that all 
51 newspapers were publishing. Some of 
the strikes are four years old. Substitute 
methods are being used to replace the 
printers. Other newspaper unions, such 
as pressmen, have been more successful 
in closing down plants.. 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


The decline in production that started last December is accelerating. The 
pickup expected in spring months is not developing. Outlook is for more drops. 

Total output, as measured by the Federal Reserve Board, fell 5 points in 
March--to 184 per cent of the prewar average, from February's 189 per cent. 

April trend suggests another drop--maybe to 180 per cent of prewar. 

A continued slide in production in April, instead of a recovery, forces 
Government economists to take another look at the situation. Official line had 
been to shrug off the dip in the boom as temporary, to discount the judgment of 
private appraisers that a decline was generating. April confirms a decline. 








What's really significant is that a decline has hit hard-goods factories. 

Metal-fabricating plants cut back output substantially in March. 

Machinery manufacturers reduced output 4 per cent from February to March. 
Heavier cuts in this group were made by appliance and machine-tool makers. 

Lumber production increased during the month, but output of other building 
materials declined. Furniture production has been dropping since October. 

Iron and steel industry and automobile plants are reSponsible for keeping 
the total production index as high as it is. These industries may slow soon. 

Steel companies report record earnings for the first quarter of 1949, but 
Steelmakers caution that this may not go on. Steel output is down slightly. 

Automobile industry is beginning to wonder whether factories are not now 
producing more passenger cars than their dealers will be able to sell. 

The consumer market for durable goods, which has been almost insatiable 
since war ended, appears to be nearing satisfaction at present prices. Further 
price cuts and cutbacks in production are indicated by present trends. 


























Soft-goods plants, which have been in a mild slump for some time, are not re- 
covering. They took another 3 per cent dip in March, are down again in April. 

Woolen and worsted industry cut back substantially in March. 

Cotton consumption by textile mills also continued on the downgrade. 

Rayon deliveries were curtailed sharply in March, say reports to FRB. 

Chemical industry also reduced operations and still is cutting back. 

Paperboard is down 6 per cent from February, 15 per cent from a year ago. 

The trend in factory output, both in hard and soft goods, suggests further 
layoffs, shorter work weeks, less employment. It is beginning to appear that the 
adjustment expected later this year is to come several months earlier. 














Other measures of business conditions also suggest continued decline. 

Construction contracts for March did not come up to expectations, although 
there was a seasonal rise from February. Residential contracts were 20 per cent 
smaller than a year ago; private contracts as a whole were down 8 per cent. 

Public building activity now is the main reliance of the industry. 

Department-store sales.continue to run about 4 per cent under last year. 

Bank_loans to business firms continue to shrink. They have declined about 
$1,500,000,000 since the first of the year. The drop for the week ended April 20 
was $243,000,000. That is for banks located in the larger U.S. cities. 

















The present downward course of business explains why the Federal Reserve 
Board has reversed its policies. The Board has forgotten about the threat of in- 


(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 
flation. Policies now are directed at attempts to stem a business decline. 


Reserve requirements of commercial banks have been reduced by the Board. 
That applies to about half of U.S. banks--members of Federal Reserve System. 
Big-city banks in New York and Chicago now must keep 24 per cent of their 
commercial deposits as reserves in Federal Reserve Banks. It was 26 per cent. 
Reserve-city banks are to hold 21 per cent instead of 22 per cent. 
Country-bank requirements are cut from 16 per cent to 15 per cent. 
Savings deposits are to have 7 per cent reserves instead of 7% per cent. 
Effect of the reduction in reserve requirements is to release ‘to banks 
$1,200,000,000 now held as reserves. This can be used as a base for expanding 
loans to borrowers. New York and Chicago banks are to get about $500,000,000; 
reserve cities and country banks will receive about $350,000,000 each. 

















By reducing reserve requirements, the Federal Reserve Board restored about 
half of the increase in reserves ordered last September 8 when the boom was at its 
height. The action dovetails with recent moves to relax installment-credit con- 
trols and to reduce margin requirements on security purchases. 

They are all signs that officials think easier credit will be helpful. 


Export-control relaxation is another sign of slowing business. 

Commerce Department, in relaxing controls on some 500 items, recognizes that 
the demand=-supply situation in the United States has changed markedly. 

License-free exports now are to be allowed for canned meats, prepared foods, 
lumber and flooring, building materials, electric appliances, bathtubs. 

Foreign trade, however, is not expected to be stimulated much by this move. 
Import controls by foreign governments really control the movement of these items 
in world markets. And most countries don't want them. Dollars are being used 
abroad for the purchase of more essential materials and supplies. 


‘ 











Iron Curtain countries won't benefit much by relaxed controls either. What 
these areas want is heavy machinery and productive tools. These items remain on 
the Commerce Department's control list and are carefully screened. 


Pricing practices by business probably are to be allowed more leeway. 

Delivered pricing--the practice of quoting prices on delivery instead of at 
the plant--is specifically allowed in bills now before House and Senate. 

Purpose of the bills is to allow a "moratorium" on possible prosecutions 
by federal agencies for using such pricing systems. Recent Supreme Court action 
and Federal Trade Commission policies seem to outlaw many delivered prices. 

The moratorium, in the Senate bill, would continue until July 1, 1950. 
Meanwhile, Congress would be expected to review the effects of the whole 
antitrust policy and enact permanent legislation if it appears warranted. Since 

pressure is heavy for a moratorium, Congress is expected to enact a law. 














What brought the issue up was the Supreme Court decision outlawing the use 
of basing-point prices in the cement industry. The matter was pointed up still 
more in the latest case involving basing points for rigid steel conduits. In this 


case the Supreme Court divided 4 to 4, thereby upholding the lower court. 
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Supreme Court was expected to clarify the issue. Now it's up to Congress. 


Pricing practices of retailers also are getting attention in States. 

"Fair trade" laws, which prevent retailers in many States from cutting the 
retail price of goods set by the manufacturer, are coming under attack. 

Florida's law has been held unconstitutional by the State Supreme Court. 
This decision has prompted study and criticism of other State "fair trade" laws. 

These laws were enacted during the depression in an attempt to prevent cut- 
throat competition among retailers. They may not prove so popular now. . 
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YOU CANNOT fail to consider a 

bonus, paid regularly to your em- 
ployes over a period of time, as part of 
their regular rate of pay when figuring 
overtime under the Wage-Hour law. This 
ruling by a circuit court of appeals is left 
in effect by the Supreme Court, which 
refuses to review the decision. 


* * * 


YOU CANNOT, in filing an income 

tax return for a corporation, expect 
to be allowed a deduction for payment 
made in compromise of a State antitrust 
suit. The Supreme Court leaves in effect 
a lower-court ruling that such an ex- 
penditure may not be deducted as an 
ordinary and necessary business expense. 


* * * 


YOU CAN now ship a number of 

additional items to any part of the 
world without getting an export license 
from the Office of International Trade. 
The Commerce Department ends export 
controls for about 500 nonstrategic items. 
They include various types of foods, 
building materials, medicines and such 
things as bathtubs, typewriters and other 
office equipment, refrigerators and house- 
hold appliances and musical instruments. 


* * * 


YOU CAN find out about time 

schedules to follow in filing applica- 
tions for licenses to export certain steel 
products. Additional schedules an- 
nounced by the Office of International 
Trade apply to third-quarter exports of 
products of steel mills. 


* * * 


YOU CANNOT, as an employer, al- 
ways protect yourself against charges 
of unfair labor practices merely by 
posting a notice of your neutrality in a 
dispute between two unions. The Na- 
tional Labor Relations Board finds that 
one employer acted unfairly in a labor 
dispute despite the posting of such a 
notice. Four employes who were fired in 
connection with the union disagreement 
are ordered reinstated with back pay. 


* * * 


YOU CANNOT always count on 

NLRB refusing to hear a complaint 
of a union merely because its officers 
have not filed non-Communist affi- 
davits. On the complaint of one union, 


News - Lines 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


the Board sets aside the results of a de- 
certification election in which the majori- 
ty of voters approved removal of the 
union as bargaining agent. NLRB holds 
that the employer unfairly influenced the 
election by having foremen offer financial 
aid to strikers and asking them during a 
pre-election campaign to vote against the 
union. 


* * * 


YOU CAN, as a U.S. citizen travel- 

ing or residing abroad, make a joint 
federal income tax return with your wife 
even though an extension of time for 
filing has been granted only to you. The 
Bureau of Internal Revenue issues a 
ruling that such an extension of filing 
time applies to a joint return even though 
the wife may have made a separate re- 
turn previously. 


* * * 


YOU CANNOT always make a con- 

tract with the Government pro- 
viding for automatic renewal at the end 
of one year. The Comptroller General 
tells the Post Office Department that it 
may not sign a contract for storage and 
servicing of Government trucks with a 
provision for automatic renewal unless 
terminated by the Government. The De- 
partment is told to advertise for bids for 


periods after the first year of the contract. 


* * * 


YOU CAN obtain from the Office of 

Technical Services a subject index to 
documents issued in its latest volume of 
the “Bibliography of Scientific and In- 
dustrial Reports.” Copies of the index 
may be bought for $1 from OTS, Depart- 
ment of Commerce, Washington 25, D.C. 


* * * 


YOU CAN follow a simpler pro- 

cedure in getting a license to export 
coal, coke and coke products. OIT re- 
vokes special provisions for these license 
applications. 


* * * 


YOU CAN give your views on pro- 


posed rules for mail-order insur- 
ance at a public hearing on May 25. 
The Federal Trade Commission invites 
interested persons to present their views, 
suggestions and objections at the meet- 
ing, which will be in the FTC building 
in Washington. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WoriLp 
Report, on written request, will refer interested readers to sources of this basic material. 
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OWN YOUR OWN 
KELLOGG 


Se.tect-O-PHonNE 


Automatic Private Telephone 
and Paging System 


One important dividend for both 
management and staff is the way 
Select-O-Phone eases and speeds the 
day’s work. It makes exchange of 
information — whether routine or 
private—practically as quick as think- 
ing. Calls “go through” instantly at 
the flick of a dial. There’s no switch- 
board delay—and no hold-up of cus- 
tomer calls by staff business. (In fact, 
Select-O-Phone cuts total switch- 
board load by 25 to 50 per cent). 


Time away from desks is reduced. 
People spend more time working— 
less time walking or waiting. Even 
conferences can be held with every- 
one at his own desk . . . Select-O- 
Phone involves no rental, needs no 
operator —is economical to buy, 
simple to install. In direct savings 
alone it pays for itself in as few as two 
years—in total savings often sooner. 





True telephone service 
—no loudspeakers. 


For 5 to 48 telephones. 


Anyone can call 
anyone else—or 
initiate full conference. 


Fully automatic. 


t MAIL THIS COUPON TODAY 
| 











Select-O-Phone Division 

| KELLOGG SWITCHBOARD & SUPPLY CO. 

| 6664 S. Cicero Ave., Chicago 38, Ill. 

Please send facts on how Select-O- 

| Phone can save time and money for 
our company. | 
NAME 

| COMPANY. 

| ADDRESS. 

| CITY. 7) 
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BREAKDOWN IN ECONOMY DRIVE 


Hopes Fading for a Cut in Budget Spending 


Spending by Government, de- 
spite small appropriation cuts, is 
likely to exceed Mr. Truman‘s 
record peacetime budget. 

House has cut 1.7 per cent. 
Some big money bills are yet to 
come. Senate offers little hope for 
big economies. 

Deficit for new fiscal year may 
reach $5,000,000,000. Tax in- 
crease is still a possibility, in 1950 
if not in 1949. 


Economy drive in Congress is not 
making much progress. In the record 
to date, the U.S. taxpayer can find 
little hope that spending cuts will close 
the gap between Treasury income and 
outgo for the fiscal year beginning next 
July 1. 

Congress is not cutting appropriations 
much below the amounts requested by 
President Truman in the record peace- 
time budget he submitted last January. 
It still appears that Congress will have 
to take a choice between raising taxes and 
going back into deficit financing. 

Appropriations voted by the House, 
now that most of the regular money bills 
have been passed and sent to the Senate, 
show which way the wind is blowing. 

In cash money, the House has voted 
so far to put up $26,131,000,000. For the 
same programs, Mr. Truman asked $27,- 
175,000,000. This means a saving, on 
paper, of $1,044,000,000. 

In spending authority—that is, au- 
thority for agencies to make contracts, 
with the bills to be paid later—the House 
has gone far beyond the budget estimates. 
Mr. Truman, for the same agencies cov- 
ered by these appropriations, asked con- 
tract authority of $3,025,000,000. The 
House voted $3,569,000,000, or $544,- 
000,000 more than the budget estimate. 

Total spending voted by the House, 
thus, is running within $500,000,000 of 
the amount proposed by the budget. Sav- 
ing is only 1.7 per cent, compared with 
the 10 per cent or more sought by some 
economy advocates. And some of this sav- 
ing is being questioned. 

For example, the House thought Mr. 
Truman overestimated the amount needed 
for veterans’ pensions and other benefits, 
and cut $466,000,000 off the appropria- 


« 





tions he asked. The Appropriations Com- 
mittee admitted these costs could not be 
estimated closely. If payments exceed the 
appropriations, Congress can be expected 
to vote more money. 

For construction projects, the House 
lopped off a flat 15 per cent, on the as- 
sumption that costs would drop that 
much below estimates. The Appropria- 
tions Committee told the agencies affect- 
ed, however, that they could come back 
for more money if necessary. 

For the Farmers Home Administration, 
the House eliminated an outright appro- 
priation of $91,800,000, but authorized 
the agency to borrow $103,000,000 from 
the Treasury. Borrowing authority does 
not show up in the appropriation total. 

Figures given here do not reflect total 
prospective spending by Government. 
Some appropriations, including financing 
of the Marshall Plan, are yet to come. 
This one may be cut moderately. Then 
there are automatic appropriations of 
around $6,000,000,000 that do not show 
up in the bills passed by the House. 

New cuts are being sought in the 
Senate, where the Appropriations Com- 
mittee now is working on money bills 
passed by the House. The economy drive 
is being steered by a group of Republi- 
cans—Senator Kenneth S. Wherry, of 
Nebraska, minority leader, Senator Styles 
Bridges, of New Hampshire, Senator 
Robert A. Taft, of Ohio, and others. Some 





3 r 2 —Harris & Ewing 
LEADERS IN ECONOMY DRIVE: SENATORS WHERRY AND BRIDGES 
.. . hopes for major budget cuts are fading 


influential Democrats are joining in the 
effort. 

However, hopes for major cuts there 
are fading. When the first appropriation 
bill for the new fiscal year came to the 
floor, the Senate did vote to send it back 
to the Appropriations Committee with in- 
structions to cut the amounts of money, 
wherever possible, by 5 per cent. The 
bill involved was the one providing for 
the Labor Department and Federal Se- 
curity Agency. But the Senate and its 
Committee already had added more than 
$200,000,000 to the $2,200,000,000 
voted by the House. With a 5 per cent 
cut, the agencies still would get more 
than Mr. Truman asked. 

In recent years, the Senate has been 
more generous than the House. In the 
1948 session of Congress, the House cut 
appropriations $2,700,000,000 below the 
budget estimates. The Senate voted to re- 
store $1,000,000,000 of that. Conferees 


representing the two branches compro- 


mised on cuts of $2,200,000,000. 
Outlook is that spending in the 
fiscal year beginning July 1, despite some 
minor economies that may be voted by 
Congress, will exceed Mr. Truman’s esti- 
mate by around $900,000,000. His 
budget estimate was $41,858,000,000. 
Mr. Truman’s figure made no allow- 
ance for military lend-lease, now esti- 
mated to cost $1,130,000,000 in the new 
fiscal year. Farm price supports are likely 
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to cost considerably more than the $617,- 
000,000 estimated by Mr. Truman. Mili- 
tary spending is likely to run close to 
estimates, even though Congress does not 
authorize the military training program 
recommended by the Administration. 

Deficit, with a continuing moderate 
slide in business and no tax increase, may 
exceed $5,000,000,000. With that situa- 
tion, the threat of higher taxes is to keep 
hanging over the head of the U.S. tax- 
payer. A tax increase looks doubtful for 
1949. It may come in 1950. 





> Budget deficit of U.S. Government 
for the year ending June 30 is mounting, 
is to keep mounting until June 15 tax 
collections start coming in. Outlook of- 
fers little comfort to taxpayers. For a 
while after big March 15 collections, 
Treasury was in the black. Best point 
came on March 30, when the surplus for 
the year to date reached $1,467,000,000. 
This led some persons to believe the 
budget outlook was brighter than Presi- 
dent Truman estimated. But revenue 
started falling off then. Tax refunds ate 
into receipts. By April 26, the surplus 
had disappeared and the books showed 
a deficit of $235,921,000. 


>Tax refunds already have been 
mailed to 28,562,000 persons who over- 
paid their 1948 income taxes. That's 
7,000,000 more than at the same time 
last year. There are an estimated 14,000,- 


> Medical expense, for tax purposes, 
has been given a more liberal definition 
by U.S. Tax Court. Decision came in the 
case of a child who was sent to a board- 
ing school in Arizona to recover from a 
severe attack of bronchitis. The Court 
held the child went to Arizona specifical- 
ly because of the disease and ruled the 
father. could take deductions for her 
travel costs and maintenance. Decision 
made it clear that there must be a real 
connection between the illness and the 
trip. Vacationers still can’t take medical 
deductions for their expenses. 


> Excise cuts lost a first test in the Sen- 
ate Finance Committee. That group 
voted 7 to 6 against writing the cuts into 
a bill to repeal the special tax on oleo- 
margarine. Excise issue, however, is sure 
to arise again in the 1949 session of Con- 
gress. Some changes may yet be voted. 
Oleo bill, already passed by the House, 
won Senate committee approval. 


> installment-credit control, on a 
permanent basis, still is urged by the 
Federal Reserve Board. FRB argues that 
this type of regulation “can be a helpful, 
supplementary tool as a part of a pro- 
gram of credit policy to help maintain a 
stable, high level of economic activity.” 
Present authority to keep Regulation W 
in force expires June 30. Congress may 
vote to extend it for a specified period. 
Permanent control looks doubtful. 
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TRAVEL MEANS 
BRITISH RAILWAYS 


LAND —Swift, comfortable train service every- 
where in the British Isles . . . 
SEA—Railway-operated cross-channel 
services to Ireland and the Continent. . . 
AIR—British Railways are official agents for 
British European Airways Corporation 
routes in Britain... 
HOTELS—46—all conveniently located, 
associated with British Railways. 
Be sure to purchase tickets and secure reser- 
vations for these services before you leave! 


STAY LONGER-—SEE MORE! 
Plan your tour of Britain—and purchase trans- 
portation in advance. That way you'll save 
the 25% on tour fares granted Americans from 
British port of entry! 


CONSULT YOUR LOCAL TRAVEL AGENT 
or any of the British Railways offices shown 
below for tickets, reservations and authori- 
tative travel information on the British Isles: 














NEW YORK 20, N. Y., 9 Rockefeller Pl. 
CHICAGO 3, ILL., 39 So. LaSalle St. 
LOS ANGELES 14, CAL., 510 W. 6th St. 
TORONTO, ONT., 69 Yonge Street 
For British Isles Travel Literature with color 
map, write Dept.36at any of these offices 














CHANGES OF ADDRESS should be sent not less 
thon two weeks prior to date change becdmes effective. 
Send the address at which copies are now being received 









































the 000 refunds yet to be made. Most of » Overlapping taxes are being dis- ‘ \ 
these are routine, will be paid auto- cussed officially by federal, State and prt a ape aa you a - — copies. 
rere matically when the claims are reached. local authorities. One meeting, called by | 435 paves Avene ‘nae 2 Ohie 
tion Just because a taxpayer has not yet re- the U.S. Treasury, already has been 
the ceived his check does not necessarily held, another is coming up. No action 
ack mean that there is anything wrong with — has been agreed upon and none is likely A 
in- his claim. Treasury expects to have all ~soon. Treasury officials informed State Borden 
rey, routine refunds out by June 1. Claims and local representatives at the first meet- 
The that are questioned for one reason or ing that the Federal Government could | i saten ateanainedl 
for another may ‘be held up longer. not vacate any tax fields at this time. | An interim dividend of sixty cents 
Se- | (60¢) per share has been declared 
its | on the capital stock of The Borden 
han Company, payable June 1, 1949, to 
= STILL EASIER TERMS FOR INSTALLMENT BUYERS sockholder of record atthe clos of 
siness May 11, 1949. 
ent Installment-buying rules under Regulation W have been eased again by the Federal se Ky E. L. NOETZEL 
ore Reserve Board, second time in less than two months. Under new changes, affecting April 26, 1949 Treasurer 
sales made on and after April 27, minimum down payment on all covered items 
mr except automobiles is cut from 15 to 10 per cent. It still takes one third down to buy 
a car. Maximum time to pay the balance, on all covered items, is extended from r 
the 21 to 24 months. How down payments and monthly payments were affected by cA Pr AabDA Ss 
cut changes of March 7 and April 27 is shown for — items in the table below. Interest 
the at 6 per cent per year on the original unpaid balance was included in figuring the SCENIC INLAND WATERS 
wn monthly payments. xX 
eS Down Payment ‘ Monthly Payment———, Wide choice of NS 
' B March 7- Be March 7- ees *. 
rO- Fn 7 ~~ April 26 Now Maen? April 26 Now Independent Trips 
$2,600 automobile $866.66 $866.66 $866.66 $104.96 $91.21 $80.89 
the $1,800 automobile 600.00 600.00 600.00 72.67 63.14 56.00 3 to 9 Day Cruise-Tours—$43 up 
me $240 retrigerator 48.00 36.00 24.00 13.76 10.73 10.08 NIAGARA TO THE SAGUENAY-— choose all or any 
by $260 living-room set 52.00 39.00 26.00 14.91 11.63 10.92 part of this world-famous route between Buffalo, 
a $165 sewing machine 33.00 24.75 16.50 9.46 7.38 6.93 Niagara Falls, Toronto, 1000 Islands, Montreal, Que- 
sti- $130 gas stove 26.00 19.50 13.00 7.45 5.81 5.46 bec, Murray Bay, Tadoussac and the Saguenay River. 
His $200 dining-room set 40.00 30.00 20.00 11.47 8.95 8.40 GREAT LAKES CRUISES — between Detroit and 
J $160 bedroom set 32.00 24.00 16.00 9.17 7.16 6.72 Duluth on S.S. “Noronic”. See Sarnia, the “Soo” 
nats $275 radio-phonograph 55.00 41.25 27.50 15.77 1280 11.55 Port Arthur. Sports, entertainment. 
ti $200 washing machine 40.00 30.00 20.00 11.47 8.95 8.40 FoR information from veitreade, Gravel agente or 
cal $100 Axminster 1ug 20.00 15.00 10.00 5.73 4.47 4.20 CANADA STEAMSHIP LINES 
Cw $300 air conditioner 60.00 45.00 30.00 17.20 13.42 12.60 Offices in Boston, Buffalo, Chicago, Cincinnati, Cleveland, 
ely Detroit, Los Angeles, Minneapolis, New York, Philadelphia, 
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WHY MORTGAGE LOANS ARE HARDER TO GET 


It is getting more and more difficult to 
borrow money to build or buy a house. 
Lenders ask down payments of as much 
as one third of the cost, and sometimes 
more. Where there is need for second- 
mortgage money, the borrower finds that 
the lender wants it repaid rapidly, and 
is reluctant to lend even then. 

This is sharply different from the situ- 
ation of not many months ago. Then, the 
borrower often was offered loans large 
enough to pay construction costs, if he 
owned a building lot. Veterans sometimes 
could get 100 per cent mortgage cover- 
age, and needed to put down nothing 
in cash. The change is quite a shock to 
many who are trying to get their own 
homes. Government-backed loans to vet- 
erans are now off from the peak of 58,000 
a month in the summer of 1947 to about 
19,000 a month. 

Many persons want to know whether 
some agency of the Government will 
help to provide mortgage money when 
it is not available through a bank or 
building and loan association or some 
other lender. That is, whether those who 
want to build or buy a home can borrow 
from the Government. 


Does the Government make mort- 

gage loans directly to individuals? 
No, it does not. What the Government 
does is to guarantee or insure repayment 
of a percentage of the amount of housing 
loans made to both veterans and non- 
veterans. 


Then, if money is not available 
through a private lender, there. is 
no way to borrow? 

That’s right. No machinery is set up by 

the Government itself for making home 

loans directly. Neither the Federal Hous- 
ing Administration nor the Veterans’ 

Administration does that. Nor does the 

Reconstruction Finance Corp. or Federal 

Reserve System. 


Is this something new? 

Not at all. In fact, it is only since 1934 
that the Government has guaranteed 
mortgage loans. In earlier times, an in- 
dividual in many cases had to put up 
about 50 per cent of the value of prop- 
erty to get a first mortgage, with an in- 
terest rate of 5 or 6 per cent. Then he 
often was committed to repay in about 
three to five years or to refinance after 
that period. Second-mortgage money was 
even harder to get, and the interest rate 
often was 7 or 8 per cent or more. 


What then is the present situation? 
First, take the case of veterans of World 
War II. The Veterans’ Administration 


a 
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will guarantee up to 50 per cent of a 
home loan, on the basis of what that 
agency considers is the “reasonable” 
value of the house on today’s market. 
The top amount of the VA guarantee is 
$4,000. The greatest argument at this 
time, however, is over the rate of in- 
terest allowed on these GI home loans. 


What interest can be charged on Gi 
loans? 

Interest on GI loans cannot be more than 
4 per cent. If a lender charges more, the 
Government won’t guarantee any part of 
the loan. But many private lenders think 
they should have more. Some want 4% 
per cent interest for their money, or even 
5 per cent, or more. This low interest rate 
is one of the main reasons given by many 
lenders and builders for the sharp drop in 
mortgage loans for veterans. 


Can’‘t the interest rate be raised? 
Yes. Congress has said that the Veterans’ 
Administration, with approval of the 
Treasury, can raise the interest rate on 
veterans’ home loans to 4%. But VA 
officials indicate that no increase is going 
to be allowed any time soon, if at all. 


Wouldn’‘t higher interest mean more 
GI loans? 

That is part of the argument. Many lend- 
ers and builders say it would. But VA 
spokesmen say they are not sure it 
would. They contend that today’s high 
prices of homes and of building are the 
main reason for the drop in GI housing 
loans, and that a 4% per cent interest 
rate would not mean the sale of many 
more homes to veterans. They also point 
out that about 60 per cent of the mort- 
gages now being guaranteed for veterans 
are straight GI loans, with 4 per cent in- 
terest. The others are combined VA and 
FHA loans, where the FHA share can in- 
volve 5 per cent interest. 


Next, as to nonveterans: What is the 

situation on home loans for them? 
A nonveteran cannot get nearly as much 
Government backing for a home loan 
as a veteran can. For one thing, the non- 
veteran must deal entirely through the 
Federal Housing Administration. There, 
the percentage of a loan that is insured 
is on the basis of an appraisal of the 
property’s long-term value. This value is 
almost certain to be considerably below 
today’s selling price. That means a larger 
down payment. FHA can insure from 
80 to 95 per cent of the appraised value 
of the house, according to the size of 
the mortgage. Interest is 5 per cent, 
which includes one half of 1 per cent 
insurance charge. 


Now, on large apartments: Are loans 
being tightened? 

They are, in some cases. In some areas, 
FHA is beginning to cut down on in- 
suring of mortgages for high-rental apart- 
ment buildings. Its attitude is that the 
demand is drying up for higher-cost 
apartments that rent for $75 to $125 or 
more a month. In a few cities, the agency 
has cut off insurance of more mortgages 
on such apartments. This cutoff will 
probably be extended to other cities 
soon. That means: that only apartment 
buildings in the lower-rental field will 
be approved for FHA-insured loans in 
those areas. Any others that are built 
must be financed by private capital, with- 
out Government mortgage insurance. 


But what federal backing is there 
now for big apartment houses? 
The builder of an apartment house for 
eight or more families can get more 
favorable Government support than is 
provided for those building or buying 
homes for one to four families. Here, the 
amount of mortgage insurance can be 
90 per cent of the replacement cost on 
the basis of costs that prevailed in De- 
cember, 1947. Interest is at the rate of 
4 per cent plus the usual charge of one 
half of 1 per cent for the Government 
insurance. Under this program, FHA can 
back big apartment construction that in- 
volves mortgages up to $5,000,000. 


Is this a permanent FHA program? 

No. It is a holdover from the war period, 
when the Government gave liberal sup- 
port to construction of living quarters for 
war workers in crowded areas. Congress 
recently extended the life of this financ- 
ing until next June 30. It is expected to 
make another extension before that time, 
probably until about March 81, 1950. 
Then FHA support for big housing de- 
velopments may be returned to the less 
favorable provisions for insuring mort- 
gages on new apartments. 


It thus is becoming increasingly difficult 
to get Government backing to borrow © 
money to build or buy a home or apart-} 
ment. That is true for many veterans as® 
well as nonveterans. A number of vet-¥@ 
erans still are getting GI home loans, but @ 
lenders are turning down more applica- 
tions than they were two years or one 
year ago. And until veterans and others 
can arrange for private financing, they 
can get no Government support in rais- 
ing money for a home. At this time, 
private lenders and builders as well as 
federal officials are hesitant in predicting 
just when the mortgage market will ease 
for either veterans or nonveterans. 
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_World Commerce- -Industry 














PARIS....LONDON....BUENOS AIRES.... 





>> Transition pains are being felt as commercial countries try to readjust to 
the downtrend in prices. Buyers around the world are very price conscious. 
France is again tinkering with her currency to make her exports cheaper. 
Britain finds her raw-material costs awkwardly high. 
Argentina's mounting troubles stem from changing price trends. 
New conditions make for much churning, thrashing, improvising. 








>> Creeping devaluation of the French franc is a case in point..... 

French Government is allowing the value of the "free" franc to decline, in 
relation to the dollar. Within a week, the rate has gone from 320° up to 330 to 
the dollar. Previously, for six months, there had been a rise in the rate 
hardly visible to the naked eye. 

Cheaper franc means prices of French exports will be lower to buyers. Also, 
it means tourists will get more francs for their dollars in the legal market. 

Manipulation of the "free" rate by the Government probably is the first 
move designed to simplify French exchange rates, to make trade easier. 

Black market for francs is fast disappearing. Black-market rate now is 
just barely above the "free" franc rate. Sharp decline in black-market rate 
this year has paralleled rising confidence in the Queuille Government and the 
curbing of inflation in France. 

Belief is that, eventually, the "free" franc rate will become the single 
official rate. Sudden, sharp change in franc's value is being avoided. Reason 
for this is probably the delicate situation in France. 

















>> The French economy seems to be at a critical stage, teetering between in- 
flation and deflation. Forces of deflation appear, on the surface, to be win- 
ning out. But opposing pressures are still strong. 

Wholesale prices in March continued to give ground slowly. Prices of agri- 
cultural products have been weakening since late last year. Industrial prices 
started their decline only in March. 

Farmers grumble that what they buy costs more relatively than what non 
sell. The Government is making a few concessions to them. 

Retailers grumble at declining sales. They are making price cuts all over 
France. Customers still are wary. Sales of luxuries are especially hard hit. 
Credit squeeze, engineered by the Government, is forcing inventory liquida- 

But some elements in the Government now think credit should be eased. 
Labor has lain low since the coal strike last autumn. But demands for 
higher wages are being heard again. One industry has given higher wages already. 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


Queuille Government may be retreating from its severe program for curbing 
inflation. Pressures from all sides are increasing. Even a minor deflation 
steps on many toes in France, as in the U.S. 





>> Swift drop in prices of raw materials is putting British manufacturers and 
exporters at a serious disadvantage in world markets. 

British buying of most raw materials and foods from outside areas is done 
by the Government. Most of this is bulk buying for long periods. Buying 
prices tend to stay put. Price revisions are infrequent. 

This system has advantages for Britain when prices are going up fast, 
disadvantages when prices are going down fast. 

Selling prices on Government imports to British manufacturers now are way 
out of line, compared to what Americans, buying in the open market, have to pay. 

British quotations often are not changed more than once every three months, 
sometimes once a month. That's playing hob with manufacturing costs in Britain. 

Copper costs the British user 22 per cent more than the American user. 

Lead is 28 per cent more expensive in Britain; zinc, 47 per cent more. 

Thus, electrical industries, for example, in Britain have a big handicap 
when they try to compete with American goods in markets overseas. 

Paint industry in Britain has been doing well exporting. But now its main 
raw material, linseed oil, costs 46 per cent more than in the U.S. Higher 
prices for lead and zinc oxides don't help either. 

Soapmakers in Britain find their imported tallow costing them three times 
as much as tallow sells for in the U.S. Also, copra, source of coconut oil, is 
40 per cent higher in Singapore than in the Philippines, where Americans buy. 

Price being paid for Government buying begins to look pretty high to Brit- 
ish businessmen. Result is increasing agitation to narrow the Government's buy- 
ing activities and reopen the commodity markets in London and Liverpool. But a 
change of this sort looks unlikely for the near future. British Government 
finds it easier to control imports and money outlays under the present setup. 

















>> This gap in prices also reflects other factors, besides the bulk-buying 
technique. Britain is trying to cut to the bone her buying in dollar countries. 
Marshall Planners in Washington urge that course of action. 
British preference also is to buy from Empire sources where possible. 
Outcome is that the British Government is all tied up with long-term con-= 
tracts, bilateral deals, barter arrangements with producers outside of North 
America. The other Marshall Plan countries and all nations short on dollars also 
are trying to trade more among themselves. A kind of non-dollar club is build- 
ing up, sponsored by the Marshall Plan. Prices in the non-dollar areas are high. 








>> Argentina finds difficulty either buying or selling in world markets..... 

Argentine imports are cut back to low levels. Argentina has little left to 
buy with. Big wartime earnings were dissipated on nonessentials. 

Argentine industry is short of raw materials. Plants are shutting down. 
Unemployment is showing up. But prices stay high because almost everything im- 
ported is scarce. Coffee, cocoa, oranges, bananas are hard to find. So are 
tractors, steel, timber, paper. 

Argentine exports--meat, grain, linseed oil--are high in price. To bring 
them down, peso almost certainly will be devalued. Argentina must sell to live. 
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The drop in business activity is being 
reflected in a more rapid decline in 
bank loans. 

Business loans of reporting Federal 
Reserve member banks in leading 
cities, shown in the top chart, shrank 
$243,000,000 in week ended April 
20, the second biggest drop on rec- 
ord. Total was down over $600,- 
000,000 in three weeks—nearly as 
much as in preceding three months. 

In New York City, member-bank 
loans to business fell $133,000,000 
in the week ended April 20, and 
$71,000,000 more in the week ended 
April 27. Most of the drop in New 
York City loans is a real liquidation 
of business debt, but some firms 
sold bonds to pay off bank loans. 

The nation-wide decline, however, 
shows a sharp drop in working- 
capital needs of business. Less 
money is needed to carry inventory 
and receivables and to buy plant 
and equipment. Dividend rates, 
still low, leave a good share of 
profits to pay debt. 

Deflation of bank credit, however, 
has been very small. Total loans of 
all U. S. banks was $48,160,000,000 
on March 31, only $180,000,000 be- 
low January 1. Farm and real estate 
loans have risen since January 1; 
consumer loans are down only a 
little. Loans at country banks are 
holding better than at city banks. 

Price-support loans to farmers by 
private lenders rose $250,000,000 
in the first quarter. New loans on 
1949 crops will begin in June. 





Reg. U.S. Pat. Off, 


INDICATORS OF BUSINESS ACTIVITY 
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The “Government is likely to start 
drawing on bank credit in the 
second half of this year by selling 
its securities to banks. The federal 
cash budget has been in the red 
since March 31, is likely to show a 
$5,000,000,000 deficit for the year 
beginning July 1, unless Congress 
raises taxes or cuts expenses. 

The U. S. money supply, reduced to 
$164,000,000,000 on March 31, 
will tend to rise with a Govern- 
ment deficit, to fall with shrinking 
bank loans. These opposing forces 
may prevent any big change in 
money supply this year. Last year, 
bank loans rose sharply, but the 





Government surplus kept the money 
supply from rising. 

Surplus funds of banks, available for 
loans or for investment in Govern- 
ment securities, have been increased 
by recent action of the Federal Re- 
serve Board reducing member-bank 
reserve requirements. Policy now is 
to make credit easier for Govern- 
ment and business. 

Soft spots in business activity are 
more pronounced. 

Wholesale prices fell to 156.1 on the 
Bureau of Labor Statistics index for 
the week ended April 26, the eighth 
straight decline. 

Factory output slipped to 190.8 on 
the indicator below in the week 
ended April 23, against 191.8 the 
previous week, 193 in March, and 
196 in February. Federal Reserve 
indexes for March show weakness 
centered in machinery, iron and 
steel products, textiles, paperboard, 
chemicals and fubber products. 

Steel operations are down to 97.5 per 
cent of capacity. 

Department-store sales dipped 10 
per cent below a year ago in the 
week ended April 23, the first week 
after Easter. Sales for April, how- 
ever, have averaged above March 
on the adjusted indicator below. 

The decline in business activity is 
making it possible for business to 
reduce its bank loans. Banks, how- 
ever, do not seem to be forcing 
borrowers to repay loans, Plentiful 
bank credit, on the whole, is help- 
ing to cushion the business decline. 
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Spy Scare Among Communists . . . More U.S. Arms 
To French and Dutch? . . . Leaks in Aid Sent to China 


Louis Johnson, Secretary of Defense, 
is a firm believer that the next war 
will be a war between continents, 
fought in the air, with armies and 
navies playing secondary roles. 


= *:-* 


Mr. Truman was not pleased by the 
way Defense Secretary Johnson or- 
dered that work be stopped on the 
Navy’s big aircraft carrier, and then 
notified the Secretary of the Navy of 
his decision, instead of letting the 
Navy Secretary in on his secret be- 
fore giving it to the newspapers. 


xk * 


Admirals are squeezed out of all top 
jobs around the Secretary of Defense 
so that they will not be around while 
the Navy’s role is being deflated. 
Generals, starting with General of 
the Army Dwight Eisenhower, run 
the show, with a 2-to-1 vote in the 
Joint Chiefs of Staff assuring their 
power. 


x * * 


President Truman has OK'd the 
military censorship, more rigid than 
in wartime, that keeps generals and 
admirals from discussing weapons 
and. their uses. One official observed 
that military men must now “think 
in synchronization with the Air 
Force.” 


x * * 


Mr. Truman has been unwilling to 
admit that Russians were putting out 
peace fdelers in the “cold war” in the 
absence of some kind of formal agree- 
ment. It was 15 months ago that the 
Russians started to sound out U.S. 
on a basis for resuming talks that 
might lead toward peace. White 
House and State Department offi- 
cials denied those feelers right up to 
the last. 


x * * 


Joseph Stalin has some dollars he 
would like to spend in U.S. for 
machinery and other industrial equip- 
ment, which accounts in part for his 
efforts to get at least a truce in the 
cold war. Russians are starving for 
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the industrial products that the West 
can offer them. 


x * * 


Dean Acheson, Secretary of State 
still has to meet his test in negotia- 
tion with the top Russian bargainers. 
It is being recalled that a foreign dip- 
lomat once appraised George Mar- 
shall, former Secretary, as soft on the 
surface but hard as nails when the 
pressure was on, while describing 
Secretary Acheson as hard on the 
surface but bendable under pressure. 


xk tk 


U. S. military men in Germany in- 
duced squabbling German political 
parties to get together on a constitu- 
tion for Western Germany by a sim- 
ple expedient. American officers who 
have been observing the meetings of 
German political party leaders re- 
minded them that a second round 
of Marshall Plan billions was coming 
up and explained that, if Germany 
wanted a cut, approval of the pro- 
posed constitution would help to get 
it. Delegates quickly decided they 
liked the new constitution. 


x * * 


John Snyder, Treasury Secretary, is 
of the opinion that Britain should 
start the procession toward devalua- 
tion of currencies in relation to the 
dollar by cutting down the present 
$4.03 value of the pound. 


Kt 


Thomas Finletter, Marshall Plan 
representative in Britain, is likely to 
become head of the World Bank if 
John McCloy, who now holds that 
job, agrees to serve as the first U.S. 
Commissioner in an Allied rule of 
Germany under civilian direction. 
Mr. McCloy is favored by both 
British and Frerich. 


xk * 


High U.S. officials insist 98 per cent 
of arms and ammunition supplied by 
U.S. to Chiang Kai-shek in China 
ended up in hands of Communist ar- 
mies, either through direct sale by of- 
ficers and soldiers or through surrender. 


French and Dutch commanders, fight- 
ing colonial wars in the Far East, are 
confident that they now will be able 
to get a bigger supply of weapons 
with which to wage war, with U.S. 
willing to wink at arms transfers, 
With Communists controlling China, 
the idea is that U.S. officials will be 
less squeamish about what the French 
and Dutch do to put down native 
uprisings in Indo-China and Indo- 
nesia. 


x k * 


Chester Bowles, the Govenor of Con- 
necticut, is engaged in some higher- 
echelon politics in appointing Senator 
Raymond Baldwin, Republican, to 
Connecticut’s supreme court. This 
maneuver is part of a White House 
effort to jar loose the nomination of 
Mon Wallgren—to head the National 
Security Council—from the Armed 
Services Committee, of which Sen- 
ator Baldwin is a member. 


xk * 


J. Edgar Hoover, FBI director, has 
managed to infiltrate so many of his 
agents into key positions in the U.S. 
Communist Party that Communist 
leaders are actually beginning to be 
suspicious of one another, not quite 
knowing who might be a Govern- 
ment agent. 


x * * 


Senate leaders are beginning to take it 
for granted that there will be a special 
session of Congress, convening early 
in November, to start work on legis- 
lation that will fail to get action in 
the regular session of Congress that 
is due to end July 31. Idea is to put 
over tax changes until the special 
session. 


xx 


A 4-to-4 split in the Supreme Court 
on the issue of whether industry can 
guote prices on a basis of delivery to 
the customer without violating anti- 
trust laws was designed to throw this 
whole issue into Congress for deci- 
sion. The Justices didn’t think that 
the Supreme Court should legislate 
in this field. 
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Department Operates This 
Fleet of 81 FEDERAL TRUCKS 
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FEDERALS HAVE WON... 
By Costing less to Run! 


Federal has won an outstanding reputation among 
larger fleet owners—industrial, municipal, county, state 
and federal government—for building extra heavy duty 
ruggedness and long-lived dependability into its exten- 
sive series of gasoline and Diesel trucks. 
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Comparative performance records have shown that schedules can be ex- 
panded, lay-up time greatly reduced, operating costs lowered and work 
factors increased to favor new economies of operation. Such savings are 
more important now than ever before. Why not get the latest facts and 
figures on the husky, heavy-duty design of Federal's extensive line of trucks? 
They're built for today's hard-boiled motor transport demands—long and 
short hauls—on and off the highway operations. Toss the tough jobs to 
Federal and watch ‘em perform! 

43 models—offering over 375 truck combinations—including six wheelers 
(gasoline or Diesel) with capacities ranging from 34 to 35 tons capacity. 
New illustrated literature available on request. 


FEDERAL MOTOR TRUCK CO, e DETROIT 9, MICH. 
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SINCE 1910 KNOWN IN 
EVERY COUNTRY-SOLD 
ON EVERY CONTINENT 








Tick-Tock...Tick-Tock... FOR 75 LONG YEARS! 
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CELEBRATING THE 75th ANNIVERSARY OF OLD CHARTER! 
Here’s hoping that you soon have the good fortune to fall in with a noble old 
friend. An old friend now celebrating a 75th birthday—Old Charter! Then, as 
your glasses clink, may the heart-kindling glow and the mellow friendliness of 
Kentucky’s finest straight bourbon recall to you once again the fact that, if ever 
a work of man is to achieve perfection, time and experience must be two of its 


indispensable ingredients. It will be a great pleasure to have you join the party! 


STRAIGHT BOURBON WHISKEY e6 YEARS OLD+86 PROOF eBERNHEIM DISTILLING CO 
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OLD CHARTER 


KENTUCKY'S FINEST 
STRAIGHT BOURBON 


. INC., 


LOUISVILLE, KY. 
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